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THURSDAY, DECEMBER 10, 1959 


CoNGREsS OF THE UNITED STATES, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING AND STABILIZATION OF PRICES, OF THE 
SENATE CoMMITTEE ON AGRICULTURE AND Forestry, 
AND SUBCOMMITTEE ON CoTron OF THE Houss oF 
REPRESENTATIVES COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittees met, pursuant to notice, at 10:10 a.m. in room 
1310, New House Office Building, Washington, D.C., Senator Allen J. 
Ellender presiding. 

Present: Senators Ellender, and Young, Senate Agriculture and 
Forestry Committee, and Representatives Gathings, Hagen, and 
Pirnie of the Subcommittee on Cotton, House Committee on Agricul- 
ture. 

Also present: Representatives McMillan, Johnson, Jennings, and 
Short, of the House Committee on Agriculture; and Representatives 
Boggs, Whitten, Winstead, and Mills. 

Staff members present : 

Senate Agriculture and Forestry Committee: Cotys M. Mouser, 
chief clerk; James M. Kendall, assistant clerk; Harker T. Stanton, 
counsel; Henry J. Casso, Jr., professional staff. 

House Agriculture Committee: Christine S. Gallagher, chief clerk; 
Hyde H. Murray, assistant clerk; John J. Heimburger, counsel; and 
Francis M. LeMay, professional staff. 

Senator Ellender (presiding). The committees will come to order, 
please. 

Some weeks ago, in the month of October of this year, several mem- 
bers from the Agricultural Committees of the Senate and the House 
met in New Orleans with representatives of the cotton industry, cot- 
ton growers, and representatives of the exchange, and it is as a re- 
sult of that meeting that we are here today. 

To my right is Congressman Gathings, chairman of the House Sub- 
committee on Cotton of the House Committee on Agriculture. I shall 
ask Mr. Gathings to introduce the Congressmen in his committee who 
are present amt also other Congressmen who may be present in the 
room. 

Representative GatHines. We have with us Mr. McMillan, of the 
State of South Carolina; Mr. Hagen, of the State of California; Mr. 
Johnson from the State of Wisconsin; and also Mr. Winstead, of 
Mississippi. They are all members of the Committee on Agriculture 
of the House with the exception of Mr. Winstead and they are all 
sitting on this side. 

1 
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On the other side, we have Mr. Jennings of the State of Virginia, 
and Mr. Short, of North Dakota; Mr. Pirnie, of the State of New 
York; Mr. Hale Boggs, of Louisiana; and Mr. Whitten, of Missis- 
sippi. 

Senator ELLENpER. From the Senate side, we have Senator Young, 
of North Dakota. 

At this point I would like to have placed in the record a telegram 
from Charles B. Shuman, president of the American Farm Bureau 
Federation addressed to me as chairman of the Senate Committee on 
Agriculture and Forestry, which telegram reads as follows: 


Hon. ALLEN J. ELLENDER, 
Chairman, Senate Committee on Agriculture and Forestry: 

We recognize that some difficulties have arisen under the temporary choice 
program for cotton. However, we think that the program worked fairly well 
in 1959 in light of some of the limitations written into the choice program. 

Since the A and B choice provisions of the cotton law have only 1 more year 
to run, after which the permanent single-level support provision will become 
operative, we recommend no legislative or administrative changes that alter the 
basic concepts of the program. 

This recommendation is made subject to further session the week of Decem- 
ber 14. If the present Farm Bureau position as stated above is altered in any 
way, We will so notify this committee. We ask that this communication be made 
a part of the official hearing record with regard to this matter. 


CHARLES B. SHUMAN, 
President, American Farm Bureau Federation. 


Also, a letter from Mid-South Cotton Growers Association ad- 
dressed to the House and Senate Cotton Subcommittees from H. 
Vandiver; and another letter, from the Alabama Farm Bureau Fed- 
eration, signed by Walter L. Randolph, president. Those letters will 
be made a part of the record. 

(The letters referred to are as follows :) 


Mip-Soutn Corron GROWERS ASSOCIATION, 
Memphis, Tenn., December 8, 1959. 
December 10, 1959 hearing. 
To the House and Senate Cotton Subcommittees. 


GENTLEMEN : It is impossible to be present at the hearing to determine what 
should be done with the present cotton program. 

To prevent various segments of the industry being driven out of business, we 
suggest the following: 

1. That the Government should pay to purchasing agents a minimum of $1 
per bale; that they should pay to sales agencies a minimum of $2.50 per bale 
for all bales sold; that they should pay a minimum of $1 a bale on all bales 
they are unable to sell within the allotted time. (Sales agencies perform as 
much service, if not more, on the cotton that mills or buyers do not want.) 

2. That the program should be modified so that a cotton cooperative is not cut 
off from directly serving its members, and its members should not be prevented 
by the law of delivering their cotton to a cotton association. This is contrary 
to both the State and Federal law, as embodied in the Capper-Volstead Act and 
other national legislation on the subject. 

3. Cotton cooperatives should continue to have the right to employ its own 
field service agents and representatives in aiding members in delivering their 
cotton. 

We hope that these three simple provisions will be embodied in any law 
adopted by the Congress or any modification of the existing program. 

It would be appreciated if this letter were made a part of your record. 

Respectfully yours, 
H. VANDIVER, 
General Manager. 
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ALABAMA FARM BUREAU FEDERATION, 
Montgomery, Ala., December 1, 1959. 
Senator Otin D. JoHNsTON, 
Chairman, Subcommittee, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR JOHNSTON: It has come to my attention a hearing on cotton has 
been set for December 10, 1959, in Washington. I assume this will be before 
the Committee on Agriculture and Forestry. 

Unfortunately, I will not be able to be present at this hearing since I will 
be in Chicago presiding over the Resolutions Committee of the American Farm 
Bureau Federation. 

Herewith is copy of resolutions pertaining to cotton adopted on the closing 
day of the annual meeting of the Alabama Farm Bureau Federation at the 
Whitley Hotel, Montgomery, Ala., November 4, 1959. 

Since I cannot attend the hearing in person I am writing you this letter and 
sending you the enclosed resolutions with the request that this letter and the 
enclosed resolutions be inserted at the proper place in the record of the hearing. 

Please accept my kindest regards and best personal wishes. 

Yours very truly, 
WALTER L. RANpowPn, President. 


RESOLUTIONS PERTAINING TO COTTON ADOPTED ON THE CLOSING DAY OF THE ANNUAL 
MEETING OF ALABAMA FARM BUREAU FEDERATION, WHITLEY HOTEL, MONT- 
GOMERY, ALA., NOVEMBER 4, 1959 


FARM INCOME STABILITY AND IMPROVEMENT 


We recommend a continued study and advocacy of a national farm program, 
including soil improvement; water conservation, including rain and storm 
control research; commodity loans; price supports; surplus control; stimula- 
tion of markets, domestic and foreign; and other measures needed to place farm 
people on 100 percent parity with others. 

We recognize the serious plight of the farmers in the present economy of the 
Nation and further reaffirm our support of a parity of income for all farm 


people, as compared with the income of nonfarm people. 

We are still fundamentally opposed to the payment of subsidies in lieu of fair 
prices in the marketplace. 

We recommend that, if the crop insurance program is continued, provisions 
be changed to require annual renewal of the program by each policyholder and 
that each insurance contract be signed by all parties having an interest in the 
insured portion of the crop. 


PARITY PRINCIPLE 


Whereas the late Edward A. O'Neal, Alabama’s great farm statesman, rallied 
southern agriculture and the Nation’s farm people into a united force and pur- 
pose to banish despair, restore hope, and eventually to lead the farm families 
of America as president of the American Farm Bureau Federation in their 
struggle out of the great depression; and 

Whereas the American Farm Bureau Federation, guided by this same Edward 
A. O’Neal as its president from 1931 through 1947, planted firmly in the Nation’s 
conscience the principle that the people who till the soil are due and ought to 
receive a parity of income, and should enjoy a standard of living equal to people 
in other undertakings and employment in our free enterprise society ; and 

Whereas under the guiding hand of the late Franklin D. Roosevelt and the 
tremendous leadership of Alabama’s spokesman for southern agriculture, the 
late Senator John H. Bankhead, and with the continuous support of not only all 
of Alabama’s succeeding delegations to the Congress of the United States but 
also the almost unanimous support of all farm State Congressmen, the Nation 
accepted the parity principle as sound and just; and 

Whereas under Government policies, embracing this parity concept, agricul- 
ture entered upon an era of unprecedented prosperity—with farm prices for 
11 consecutive years (1942-52) at 100 percent of parity or above, with Govern- 
ment price-support programs for the basic crops actually showing a net profit 
over a 20-year period, and with consumers enjoying the best food for a smaller 
part of their income than ever before in history ; and 
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Whereas in recent years some segments of farm leadership have abandoned 
these precepts and principles which have served agriculture and the Nation 
so long, so well, and at so little expense; and 

Whereas in these circumstances, agriculture in recent years has failed to 
share in the Nation’s prosperity to the same degree as other segments of our 
economy and our farmers have again been relegated and degraded to their 
former inequitable position: Now, therefore, be it 

Resolved, That we the Alabama Farm Bureau declare it to be our purpose to 
reaffirm the parity principle and we call upon the American Farm Bureau 
Federation to rededicate itself to this the parity principle and thereby recon- 
secrate itself to the well-being of the farm families of America, in the spirit 
where Edward A. O’Neal has shown us the way; be it further 

Resolwed, That the aspirations of the Alabama Farm Bureau and the Ameri- 
can Farm Bureau be expressed henceforward in terms of parity for agriculture; 
be it further 

Resolved, That this great organization summon all its talents and its energies 
to restore unity within the ranks of agriculture for a common front in behalf of 
public policies enabling agriculture to attain an equal bargaining and earning 
position with other great segments of our economy, so that the people who pro- 
duce our food and fiber may again walk in common dignity with all others in 
our free and democratic society ; be it further 

Resolved, That the Secretary forward copies of this resolution to the national 
headquarters of the American Farm Bureau Federation, and to the president of 
each county farm bureau in the State of Alabama, President of the United States, 
Secretary of Agriculture, and to all Members of the Congress and Senate of 
the United States. 

COTTON 


We commend and urge expansion of the work of the U.S. Department of 
Agriculture, the land-grant institutions, and the National Cotton Council of 
America in efforts to increase the use of cotton by expanding old uses and 
developing new uses through improvement of cotton and cotton products. We 
endorse the National Cotton Council program. The cotton producers should 
accept their share of responsibility in this program. 

We especially favor continuation and expansion of one-variety community 
programs and appreciate the support given this program by the cotton manu- 
facturers and cottonseed crushers. 

We urge a continuation of the development of mechanical pickers, cultivators, 
and choppers and rotary hoes. We urge a continuation of the work to develop 
better methods of production, picking, and ginning which are applicable to the 
small farm. 

We recommend that a study be made of the correlation of the wide price varia- 
tions in grades between Commodity Credit Corporation and trade practices 

We recognize the need for a better bale covering on cotton. As a part of a 
planned and comprehensive program to improve cotton’s position and economic 
importance, we recommend that all producers work with other segments of the 
industry in the development of an improved covering. 

We urge our officers and other members of our executive committee to con- 
tinue their work toward the achievement of more equity in State, county, and 
farm acreage allotments. We also ask that they review the appeals procedure 
pertaining to cotton acreage allotments and seek improvements therein. 

We recommend maintenance of a freeze on State and county cotton allotments 
until such time that cotton production and marketing can be released from the 
control of the Federal Government. 

We recommend to the U.S. Department of Agriculture that the grade of 
Ordinary cotton be restored on the list of eligible grades for commodity credit 
program. 

We recommend the executive committee of the Alabama Farm Bureau Federa- 
tion study and develop a sound and permanent cotton program. 

We recommend the expansion of research on the control and eradication of 
the boll weevil and recommend that county agents conduct area demonstrations 
on the use of granular heptachlor in the control of the boll weevil. 


COTTON EXPORT PROGRAM 


We recommend that, insofar as possible, the cotton export program be handled 
in the future so as to constitute as little competition as possible to sellers of 
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private stocks. We believe this can be done by a provision providing that private 
stocks of cotton be a substantial source of cotton sold for export. 


FIELD CROPS 


We commend the experiment station for its well-founded and aggressive plant 
breeding and variety testing program. 

We urgently request that the API Experiment Station and the Alabama Crop 
Improvement Association be provided with such funds as are needed to properly 
finance an adequate foundation seed stock program. 

We urge the experiment station and extension service of Alabama Polytechnic 
Institute to continue to expand research and education on better varieties of 
crops, fertility requirements, and management of crops and pasture. 

We recommend that the unit measure for feed, seed, and grain be changed 
from the bushel unit measure to the hundredweight unit measure. 

We urge that a workable program be developed to provide for the transfer 
of allotted acreages from one farm to another within each county. 

We commend the officers and staff of the various State farm bureaus and of 
the American Farm Bureau for their efforts toward developing a more accepta- 
ble farm program. We pledge our continued support for actions to accomplish 
this objective. 

We request the executive committee of the Alabama Farm Bureau Federa- 
tion to establish a policy development committee composed of subcommittees of 
producers of cotton, corn, peanuts, soybeans, and any other crops the executive 
committee deems advisable to develop and propose policies concerning these 
crops. 

100 PERCENT PARITY PRICE SUPPORT 


We urge the Alabama Farm Bureau Federation to use its best efforts and 
influence to secure a support price equal to 100 percent of parity on all field 
crops that have a support price and acreage allotment. 


COTTON TWO-PLAN PROGRAM, A. & B. 


Whereas the cotton farmers of this Nation are suffering under a confusing 
two-price system of production and marketing ; and 

Whereas this system can only lead to the ruination of the cotton producer 
through lower prices, larger surpluses, and decrease in the standard of living 
for the cotton producer: and 

Be it resolved, That the domestic two-plan system be discontinued. 


COTTON ACREAGE ALLOTMENTS 


The cotton acreage allotted to a farm is a part of the value of that farm and 
no one should have the powers, privileges, or prerogatives to reduce the value 
of a farm by removing or reducing the acreage regardless of how the operator 
chooses to use his just share of the national cotton allotment. 

To compel an operator to plant his allotment, or part thereof, in order to 
hold his allotment is inconsistent with the intent and purpose of the allotment 
law. 

We are, therefore, opposed to the forced divisions of the present cotton acre- 
age allotment and recommend that the law be changed in such a way that an 
operator continue to receive his allotment regardless of how he chooses to 
handle it. 

100 PERCENT PARITY PRICE SUPPORT FOR PEANUTS 


We endorse and urge the adoption of the resolutions of the Alabama Peanut 
Producers Association, passed at their annual meeting in Dothan, Ala., Octo- 
ber 22, 1959, urging the Alabama Farm Bureau Federation to use its best efforts 
and influence to secure a support price for peanuts equal to 100-percent parity. 


Senator Extenper. Is there any statement that any Congressman 
present desires to make before we hear the witnesses ? 

(No response. ) 

Senator Ersenper. Senator Young? 

Senator Youne. No, thank you, Mr. Chairman. 
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Senator Extenper. I will ask the first witness to come forward. 
Mr. William J. Lodwick, past president of the New Orleans Cotton 
Exchange, will you come forward, please ? 


STATEMENT OF WILLIAM J. LODWICK, CHAIRMAN, INDUSTRY- 
WIDE GROUP OF THE COTTON INDUSTRY, COTTON BROKER; AC- 
COMPANIED BY WILLIAM K. LOVE, JR., PRESIDENT, NEW YORK 

COTTON EXCHANGE; AND MORRIS WOLF, PRESIDENT, NEW 

ORLEANS COTTON EXCHANGE 


Mr. Lopwick. Thank you, Mr. Chairman. 
Mr. Chairman, may I call up to this chair here my associates ? 
Senator ELLeNpEr. Yes, we will be happy to have them with you. 
Mr. Lopwick. This is Mr. William K. Love, Jr., president of the 

New York Cotton Exchange. Here is Mr. Morris Wolf, the new 

president of the New Orleans Cotton Exchange, for about 72 hours. 

Senator ELLenper. Very glad to have you here. You may proceed, 
Mr. Lodwick. 

Mr. Lopwicx. Mr. Chairman and members of the committees, my 
name is William J. Lodwick and I am chairman of an industrywide 

roup of the cotton industry. My business is that of cotton broker. 

My home and business are located in New Orleans, La. 

I am appearing before you today in response to invitations ten- 
dered the various segments of the cotton industry as a result of a reso- 
lution adopted at a meeting held in New Orleans October 30 of this 
year at which Senator Ellender and Congressmen Cooley, Abernethy, 
and McSween were present. This meeting was called to explore what 
relief under present legislation could be obtained for the Cotton Fu- 
tures Markets for the 1960-61 cotton season. 

This industrywide group is indeed appreciative of the effort that 
is being made in their behalf here today. We are grateful for all 
you gentlemen, as well as other members of various segments of the 
industry, taking time out in your very busy lives to appear here in 
our interests, in an effort to permit the continued existence of the 
futures markets through the 1960-61 cotton season. 

The industrywide group is of the y that something must be 
done to change the procedures being followed under present legisla- 
tion or the exchanges and other segments of the industry are doomed 
to oblivion and will not be available to the cotton trade when they are 
again needed, as everyone here agrees they will be. 

The futures markets, as we all know, are an essential part of the 
cotton distributive system in a free market and if absent or nonexist- 
ent, will engender confusion and uncertainty of price to the detriment 
and consternation of the producers, merchants, and consumers, not to 
mention the other important segments of a free market. 

In the joint effort being made by this industrywide group many pos- 
sible administrative changes have been discussed and, frankly, most 
have been discarded for one reason or another. However, there are 
five points on which in principle there is general agreement. These 
five points, gentlemen, ids will be elaborated upon by others later, 
and which we feel are the minimum essentials for survival, are— 

1. Devise a simpler and more efficient method for handling and 
marketing choice A cotton through normal trade channels. 
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2. Set CCC carrying charges at approximately commercial 
costs. 

3. Remove CCC carryover stocks from competition with the 
farmers’ current crop. 

4. Work out an equitable reclassification privilage for the pur- 
chasers of CCC stocks. 

5. Facilitate the export of American cotton by stabilizing the 
price of payment-in-kind certificates. 

Gentlemen, each of these points was considered beneficial and essen- 
tial to, not one, but several segments of the industry, and therefore to 
the industry as a whole and thus to the futures markets. 

We ask that these five points be considered and then implemented 
for the 1960 season. These recommendations are simple and legal and 
with your valued support can be obtained without new legislation. 

Senator ELLeNprer. Mr. Lodwick, these are proposals that you rec- 
ommended be adopted by the Department of Agriculture ? 

Mr. Lopwick. These five points, Senator. 

é oe ELLENDER. Have you discussed those with Department offi- 
clals¢ 

Mr. Lopwick. I would not say that we have discussed them. These 
were just drawn up yesterday. 

Senator EL.enper. Well, I might say to you that we have present 
certain representatives from the Department of Agriculture. I am 
sure the committee appreciates the work that you have done on this 
problem of cotton. Later, we would like to get the views of the rep- 
resentatives of the Department of Agriculture who are here and have 
them state, for the record, their views. 

Allright. Are there any questions? 

( No response. ) 

Mr. Lopwick. To my right, Mr. Chairman, is Mr. William K. Love, 
Jr., president of the New York Cotton Exchange, with your permis- 
sion, gentlemen. 

Senator Exirenper. All right, Mr. Love, you may proceed. 


STATEMENT OF WILLIAM K. LOVE, JR., PRESIDENT, NEW YORK 
COTTON EXCHANGE 


Mr. Love. Gentlemen, my name is William K. Love, Jr. 

I am president of the New York Cotton Exchange, and reside in 
Scarsdale, N.Y. Iam authorized to speak on this matter for the New 
York and New Orleans Cotton Exchanges. 

First off, I also wish to thank you on behalf of all our members 
most sincerely for the great interest you are showing in our very real 
problem of survival through 1960-61. The privilege of appearing at 
this special meeting called to consider our special problem is appre- 
ciated by all of us more than I can tell you. 

The Agricultural Act of 1958, which the New York Cotton Ex- 
change did not and does not now endorse, has caught both exchanges 
in an unfortunate riptide from which we must be extricated or we will 
drown. We understand this cannot be done legislatively for 1960-61 
and therefore relief must be secured administratively. 

However, we reserve the right to work for legislative changes that 
will bring us permanent relief. 
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To this end our exchange, along with the New Orleans exchange 
and other interests, has worked hard and successfully to recommend 
to you proposals that will benefit the cotton industry and give, we 
hope, some relief to the futures markets for the coming cotton season. 
These recommendations, which are five in number, are attached to this 
paper for your ready reference. They are by no means all that is 
desired, but they are practical, beneficial, administratively obtainable, 
and will work to the detriment of no segment of our industry. We 
hope they will bring us some relief during the coming year. They 
must. ‘To say otherwise would be to admit complete frustration. 

Particularly, I would like to address myself’ to proposals Nos, 1 
and 2 which are, “to devise a more efficient method of handling and 
marketing choice A cotton through normal trade channels” and “to 
set Government carrying charges at approximate commercial costs.” 

In our opinion, adoption of these two proposals would return the 
buyers, merchants, and other handlers of spot cotton to their normal 
functions; benefit the producers; possibly cause an increased use of 
the futures markets; reduce the costs of the Commodity Credit Corpo- 
ration; reduce the detailed voluminous and expensive paperwork re- 
quired by all handlers of CCC cotton; eliminate the sales agents now 
used as well as their commissions; and eliminate the delays encoun- 
tered when purchasing from the CCC, which have been so expensive 
and exasperating to the trade in the recent past. 

Present carrying charges are too low. With the Government charg- 
ing 45 cents per month to carry a bale of cotton when it costs private 
interests about $1.25, and that is on the low side, to carry the same 
bale, it is only natural that merchants, mills, and other buyers should 
let the Government carry all stocks possible until necessity or busi- 
ness acumen dictates the purchase of them. 

This request to increase carrying costs is but fair and equitable to 
all concerned. It is also in accord with statutory directives. Imple- 
mentation of it should increase the size of inventories carried in pri- 
vate hands; facilitate distribution of the crop and decrease the loss 
involved to the Government. The increase in the cost of cotton in- 
volved is minor. There should be general agreement and no opposi- 
tion to this proposal. 

Present procedures have all but done away with spot markets and 
those individuals constituting them, as they have been known in the 
past. A means must be found to not only insure the return of the 
age-old practice of marketing the current crop first and removing 
carryover stocks from competition with it. To do otherwise is unfair 
to the producers and to the entire cotton trade. 

Recommendation No. 1 is a means of doing this. The procedure 
outlined is simple; has been endorsed by buyers and sellers alike; is 
administratively obtainable (as advised by counsel) and will accom- 
plish in our opinion all the benefits outlined above. 

There should be no criticism, but one possible objection to this 
plan may be that the CCC will no longer get for itself possible pre- 
miums now being obtained on some few lower qualities in excess of the 
resale price, as such excess would redound to the benefit of the pro- 
ducers in the form of equities. However, when it is realized that the 
administrative overhead and selling expenses of the CCC on all A 
cotton grown will be eliminated and thus that this savings will far 
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exceed such over prices now being received on relatively few bales, 
the net savings unquestionably should more than justify the move 
and outweigh such criticism. Further, it rewards the producer of 
commercially desirable cotton. 

Gentlemen, these overall proposals can be accomplished admin- 
istratively under present law. They are desirable from all but ob- 
structionist points of view. We respectfully request your assistance 
in obtaining them. 

These five points are listed on the last page and I will not go through 
those, reading them individually, unless so requested to do. 

I would like to call to your attention one correction in No. 1 in 
the second line at the end, a comma should be put in after the word 
“channels” and a period, in the next line after “1960,” making it 
read, “through normal trade channels, effective August 1, 1960.” 

I would like to say that I am very disappointed and concerned 
about the wire which has been received by the committee from the 
Farm Bureau Federation, but I do note in this telegram it is stated 
that note be made in the concept of present legislation. 

I beg to submit to you gentlemen that these five proposals which 
we are making do not change the basic concept of the present legis- 
lation. 

Senator ELLENDER. Any questions? 

(No response. ) 

Senator Exiienper. Mr. Love, in your opinion, what is it costing 
the trade to carry a bale of cotton ¢ 

Mr. Love. It is costing the trade, Mr. Chairman, at present about 
25 points, $1.25 a bale, roughly, to carry a bale of cotton. I would 
say that if the Government were to charge between 20 and 25 points 
a month to carry cotton, it would go a good ways to decrease the 
amount of cotton that would grow and increase the amount of cotton 
carried in private inventory. 

Senator Exuenper. As I understand the law at present, regarding 
the A cotton, it can be sold at 110 percent of the B support price. 

Mr. Love. That is the way I understand it. The Secretary can 
correct me, but I think that the law states that the Government shall 
offer for resale the A cotton at not less than 110 percent of the B 
support price. 

enator Ettenper. All right. To what extent would the Govern- 
ment have to address itself to that method in dealing with the prob- 
lem? As I understand, your suggestion here is that the Government 
address itself more to the cost of handling, especially carrying charges. 

Mr. Love. In my particular paper I was covering mainly points 1 
and 2 of the five recommendations which have to deal with the A 
cotton and the carrying cost. 

Senator ELLenper. Yes. 

Mr. Love. The A cotton at present is funneled through the Govern- 
ment, who purchases that cotton at the A purchase price and then 
offers it for resale at 110 percent of the B support. 

My recommendation is to keep that cotton from going through 
and make it available to private trade. 

Senator Extenper. Is it your view these higher carrying charges 
could be justified under the law and would they increase the cost? 
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Mr. Love. This —— proposal in my opinion, Senator, would 
not result in a higher cost but in a saving, and this is net saving to 
the Government. 

I believe that there, Senator, you are referring to proposal No. 3, 
which Mr. Wolf will cover, which is 115 percent for the resale price 
of carryover stock. 

Senator Eitenver. Mr. Wolf will cover that question, very well. 
Any further questions? 

Representative McMitian. I understand there is a difference be- 
tween the Government warehouse and the prive warehouse owner- 
ship costs. 

Mr. Love. Mr. Congressman, you are referring to the increased 
carry cost? 

Representative McMiiian. That is right. 

Mr. Love. Actually, the increased carrying cost, as I visualize it, 
would decrease the Government’s carrying of stock, the increase on 
the part of the Government for those shocks carried would net to the 
Government an increased income for those that were sold, so to the 
Government the reduction in storage costs. As far as the producer is 
concerned, the storage, as always, would follow the cotton, the final 
buyer would pay those costs. 

Representative McMitxan. In your opinion if your plan is adopted 
it would be carried by the Government and the individual would pay 
his own costs ? 

Mr. Love. No, sir; the producers of it, the merchants, the mills. 

Representative McMirtan. Of course, the ultimate consumer is the 
one that finally pays in the end. 

Mr. Love. The buyer of the CCC cotton and also of the producer’s 
stocks have always paid the storage bills and those bills would add 
to the price of the cotton paid by the purchasers of it. 

Senator ELtenper. Any other questions ? 

Representative Boaes. Mr. Love, in your statement you are refer- 
ring particularly and principally to warehouse charges, that is, the 
storage charges ? 

Mr. Love. Warehouse and interest. 

Representative Boaes. You did not calculate the other costs which 
also come in, namely, the tremendous number of Government em- 
ployees that must be used for that type of operation ? 

Mr. Love. Congressman, I referred to that in my paper, that the 
administrative costs of the CCC would be decreased, in my opinion, to 
a very great extent by permitting this cotton to move in private trade 
channels as against going through the Government’s hands. 

Representative Boaes. And isn’t this really a subsidy to the mills? 

Mr. Love. No, sir; the cost to the mills of these two proposals, as 
I see it, would be about the same, although there would be some in- 
crease due to the increase in carrying charges; otherwise it should 
not affect the price to the mill. 

Representative Boaes. How much of the cotton crop is estimated for 
the CCC this year ? 

Mr. Love. Well, it has been estimated that better than 12 million 
bales of A cotton were grown this year, most of which will go through 
CCC hands and will be offered for sale to the trade. That does not 
mean that all of it, by any means, will be sold. 
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Representative Boaes. So, if we maintain the present system, we 
will have a tremendous increase in the amount of stock in the Govern- 
ment’s hands, would we not? 

Mr. Love. Well, any increase would remain in the Government’s 
hands, yes, sir. 

Representative Boaes. Well, this question is not in line with your 
part of the testimony here, but could you compare for us the price 
that is now paid to the farmer and the price for which the manu- 
factured goods sell; what is the spread there? 

Mr. Love. I cannot answer that offhand, Mr. Congressman. 

Representative Boces. Well, let me put it this way: What is the 
price of 80 squares today as compared with a year ago? 

Mr. Love. Eighty squares today is considerably higher than it was 
a year ago. 

Representative Boces. And, how does the price to the farmer com- 
pare today as compared with a year ago? 

Mr. Love. The price to the farmer today is lower than it was a year 
ago. 

Representative Bocas. So, to put it another way, the price to the 
consumer has gone up and the price to the farmer has gone down? 

Mr. Love. Yes, sir, that is correct. 

Representative Boees. Thank you, that is all I want. 

Senator Extenper. Any further questions? 

Representative Garuines. Mr. Chairman, thank you. 

I would like the record to show that Mr. Cooley, chairman of the 
House Committee on Agriculture, called and said it was impossible 
for him to be here this morning but that he plans to be in shortly 
after noon and he hopes to be here for the afternoon session. 

Now, Mr. Love, I wonder if you would care to give us a little more 
explicit and definite statement pertaining to your first recommenda- 
tion on the last page of your statement. I would like to have you go 
into it in more detail ch give us what you wish to do with respect to 
that recommendation. It is in your statement that has not been read. 
For the benefit of the committee I wondered if you would care to com- 
ment further with respect to this recommendation and how it will 
work out. 

Mr. Love. Yes, Mr. Congressman. This is one possibility of keep- 
ing the cotton from going through the Government’s hands so as to 
make it available to the private trade. 

Representative Garnines. How would that work, your recommen- 
dation No.1? Youspeak of a transferable option. 

Mr. Love. Congressman, in effect it would work exactly like the old 
loan program. Whereas now a producer sells his cotton to the CCC 
and then he is finished with it, receiving the entire price for that 
cotton, from the CCC, he would under our suggestion here do the same 
thing, sell it to the CCC and have a transferable option. 

That option would give him the right to buy that cotton back from 
the CCC at the minimum CCC resale price which is 110 percent of 
the B cotton. 

Representative Garuines. What is your reason for favoring the 
120 days’ transferable option ? 

Mr. Love. Well, I would like to finish that one statement, Mr. 
Congressman. 
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Representative Garuines. Certainly. 

Mr. Love. The farmer then, with that right, would endeavor to sell 
it to the merchant for an equity, a premium, anything he could get 
up to $5 a bale which would in effect give him an additional income 
from one bale of cotton and, in that connection, some farmers who take 
care of that cotton and who raise desirable cotton are entitled to that 
income and that would be a means of giving it to them so that he 
would then become a seller and sell it to the merchant. 

We put in a limit good for 120 days for the farmer to rid himself of 
that option, in order to put a time limit on it because, after all, he is 
selling the property of the U.S. Government. The Government has 
bought and paid for this bale of cotton and it did not seem to us that 
they should run completely to the new crop year or to April 30, as 
the present loans do, but the 120 days give him a good and ample time 
within which to sell his bale of cotton and to carry it over past the 
end of the calendar year should he wish to do so. 

We have also put a limit in there as to the length of time, 20 days, 
within which the buyer of that option, generally a merchant, would 
have to redeem the cotton to prevent an evil, or I should say a mal- 
practice, if you will, that happened in the past where Pi bought 
for a nominal amount and held, hoping for higher prices, hoping for 
a price rise. 

Representative Garuines. If your recommendation No. 1 were put 
into effect, it would eliminate quite a lot of the cost now being paid 
by the Government in the handling of cotton. 

Mr. Love. I don’t think there is any doubt of it. 

Representative Garuines. Do you see any pitfalls or any reason 
why the Department of Agriculture should object to that particular 
recommendation; and do you think they could administratively put 
it into effect ? 

Mr. Love. I don’t think there is any doubt but that it could be 
done administratively. I think that the Department of Agriculture 
should be very much in favor of this. They have advocated getting 
the Government out of the cotton business time and time again. 

The producers are in favor of it. We have been discussing this 
with the various producer groups. I do not see how producers could 

ossibly have ne to marketing their cotton through private 
bays who stand to give them an additional price for it, as against 
running it through Government hands at great expense to the Gov- 
ernment with the farmer, the taxpayer himself paying it in the end. 

Senator Exienper. Before that option can be given on the cotton, 
the Government has to own it? 

Mr. Love. The Government does own it, Senator, it would buy it 
from the farmer just as it does today, now. 

Senator ELttenper. What would be accomplished under your plan 
as contrasted to the way it is now? 

Mr. Love. There would be absolutely no difference as against now, 
in that the Government would have their purchasing agent, prob- 
ably a bank, the farmer would sell his cotton to the Government, the 
bank would advance the full price, just as now for the cotton; but, 
in addition, he then is through under the present rule at that point, 
but we are recommending this option to repurchase so that the Gov- 
ernment in effect would have every farmer in this country as its sales 
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agent at no expense to the Government; whereas now it has quite a 
number of expenses in selling the cotton. 

Putting it this way, the banks would be the purchasing agents in 
effect. The present purchasing agents for the Government get 75 
cents a bale, as I understand it, and the banks certainly would be 
entitled to something. That is an arrangement which would be worked 
out between the Department and those banks. 

Senator ELLenper. In the meantime, who would handle all of the 
paperwork in connection with that Government-owned cotton ? 

Mr. Love. The Government purchasing agents, who would prob- 
= be the banks, and they would be entitled to something for doing 
that. 

Senator Extenper. Including the storage and warehousing ? 

Mr. Love. No, sir; the cotton is already stored under the present 
arrangements, and that is required. The farmers would walk into 
the bank with a warehouse receipt and sell it to that purchasing agent ; 
that in effect would call for no change. 

Senator Ettenper. Any further questions? 

Representative Boees. In connection with that, I have figures show- 
ing last year and today. In 1958 the cottongrower in Memphis had 
34.50 and today it is 28.25, and for the cotton goods the comparable 
figures are 31.75 and 23. 

Senator Exienper. Any questions? 

Representative JoHNson. One question. During that 120 days the 
Government could not sell that cotton; they would have to hold it? 

Mr. Love. That is correct, Congressman. The farmer would have 
the option to sell it to the Government if he would not be able to 
dispose of it during that 120 days, in the event he were unable to 
sell it at the end of the 120 days, which would indicate that the 
Government could not have sold it either, and then it would go to the 
Government and the option would expire; but if the Government 
could sell it during the 120 days, the farmer will have not only the 
same percentage but a greater opportunity for selling it. 

Representative Jounson. The Government would be paying the 
interest during the 120 days; the farmer would be getting his price 
plus interest for 120 days because he had the option to sell it? 

Mr. Love. The Government storage costs, as set by the Govern- 
ment, would follow the cotton, and the buyer of it would have to pay 
the Government for the interest and storage cost. That, again is 
subject to the Department of Agriculture’s regulations. 

Senator Eitenper. Any other questions? 

Representative Hacen. Under the current situation, the A cotton, 
if it is going into the Government hands, is offered at 10 percent 
above the support price plus the carrying charges? 

Mr. Lover. tan, sir. 

Representative Hacen. And the Government establishes 45 cents a 
bale per month? 

Mr. Love. Yes, sir. 

Representative Hacen. You say that figure is too low. How do 
you arrive at it? 

Mr. Love. Well, Secretary McLain, I am certain, could answer that 
better than I. I understand it was set arbitrarily. 
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Representative Hagen. And you say in your statement that the 
ultimate cost for the storage is lower than at present? Therefore, it 
is to be preferred ? 

Mr. Love. Not only perferred but as an economic necessity, almost, 
with the Government willing to carry it at 45 cents and it costs you 
$1.25—you cannot do it. 

Representative Hagen. So, as a consequence, A cotton is not mov- 
ing; 1s that correct ? 

Mr. Love. No, sir; some A cotton is moving. 

Representative Hacen. But a much larger percentage would move 
without it ? 

Mr. Love. I think there is no doubt about it, a much larger percent- 
age of the current crop as against the purchases of CCC carryover 
stock would move but it would be more readily available to the trade. 

Senator ELtenver. Any further questions? 

Representative Wuirren. Thank you, Mr. Chairman. I have a 
question to ask with reference to the recommendation made by Mr. 
Love. 

I would like to raise that question with Mr. Love because our Sub- 
committee on Agricultural Appropriations some years ago insisted 
that the Department make American agriculture competitive with 
world trade under the authority already existing. You are all fa- 
miliar, perhaps, with the history, we sold all commodities before the 
Department would offer cotton. When it did, we sold 1 million bales 
within a few months and then later Congress passed a law requiring 
the Department to sell cotton competitively, where the authority for 
such sales already existed, to be used at its discretion. 

The point that I wish to make is that it was my thought at that time, 
and it remains my thought now, that the cotton industry and every- 
body else concerned would be benefited if the Department instead of 
offering all its cotton had periodically offered for sale a limited amount 
of cotton to be sold to the highest bidder; if a given amount of cotton, 
say, 350,000 bales or 1 million bales, had been offered, such quantities 
could be sold by sample like any other merchant would sell it, and 
then they would know what cotton they had and so on. I have felt 
that if that course were followed that it would be in the interest of 
our international relations and others. There would need to be some 
assurance to the cotton industry, the trade, that while the U.S. mar- 
ket would be competitive with world trade, it would limit itself in a 

given year to our fair share of domestic and world markets. 

Now, my question is this: If the CCC were to follow that course 
instead of laying all of its cotton on the counter at one time, which 
leaves very little need for hedging, if instead of putting it all up for 
sale at one time, if they would sell it like any other cotton merchant, 
let a limited amount go on the counter and sell it, that should revi- 
talize the exchanges and everything else, and it would be better, I 
think, than where the whole Government supply were put on the 
counter at once, which depresses markets, removes the need for mill 
inventory, or for hedging. What is your reaction to such a proposal ? 

Mr. Love. Well, Congressman, as a possibility of putting A cotton 
in the normal trade channels, we discussed the adviadbility of the Gov- 
ernment offering its stock so much per month rather than to offer the 
complete stocks continuously. There is a possibility 
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Representative Wuirren. If I may interrupt to say that if this 
course were to be followed and the Government were to offer so much 
per month to the trade and to the mills, they would immediately see 
that the Government is carrying the inventory and that it will be 
available at specific times. On the other hand, if the Government 
has to sell it within a certain period but exercises its own judgment 
when and how and the amount it would offer, that would put a certain 
amount of up and down into the situation, which, in turn, would lead 
to hedging. On the other hand, if the Government were to say, for 
instance, that they were going to sell 500,000 bales each month in a 
year, you would not have much need for hedging with that approach. 

Mr. Love. You may be correct, Mr. Congressman. Of course, our 
exports vary from year to year. This year, with stocks being offered 
on an 8-cent subsidy, we are going to export well in excess of 6 million 
bales of cotton. 

Representative Wuirren. It is somewhat in the nature of fixing the 
world price. On the other hand, if you sold it for what the trade 
wishes to pay, the traders would be setting the price and we would 
not. 

Mr. Love. You may have a good point as a part of a long-range 
program and, of course here we are addressing ourselves to a solution 
of our problems for this coming year. We are fighting to get over 
the 1960-61 season. 

Representative Wurrren. I am sure that you are trying to look at 
the solution. What I was saying is that it surely is fully within the 
power of the Department of Agriculture under existing law to have 
such an arrangement as this proposal I am just raising, that is fully 
within the powers of the Department of Agriculture now and it would 
be a matter of simply the Department approaching it that way; it 
would not require any additions to the Department’s powers. 

I can see in my own mind that it would relieve some of the prob- 
lems that we have under the present procedure. I just wanted to get 
your reaction. 

Mr. Love. Yes, sir. 

Representative Jennines. Would the gentleman yield? 

Representative Wurtren. Yes. 

Representative JENNINGS. You understand that Mr. Lodwick said, 
do you, Mr. Love, that part of the recommendations, although per- 
haps not all of them, would not necessitate additional legislation ; 
they are within the realm of the present law ? 

Mr. Love. That is correct. 

Representative Jennrncs. That is all I wanted. 

Representative Wuirren. Do we have the Solicitor’s opinion to 
that effect? I just wondered whether your conclusion on the law 
came from the Department of Agriculture, whether they agreed that 
that is in line with their thought. 

Mr. Love. I have not discussed it with the Department but we have 
talked with counsel and it is his opinion that these things could be 
done. 

Representative Wiirren. Private counsel or the Solicitor’s office in 
the Department? I am just trying to get where you stand. I am not 
trying to get argumentative at all. 

Mr. Love. Yes, sir. 
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Representative Wuirren. Is that General Counsel of the Depart- 
ment or private counsel 

Mr. Love. Private counsel. 

Now, Congressman, in answer to your question as to the methods of 
selling the CCC stock, I would prefer to defer that to the shippers 
who will appear a little later in the meeting and who can comment 
on the advisability of handling it in that manner. 

Representative WHITTEN. We might proceed one step further. 
Everybody has, you might say, an interest in cotton being competitive. 
Of course, I can see that a lot of people in foreign countries would 
like to have Uncle Sam act as security, in a manner of speaking, giv- 
ing them security by the price support program and by the withhold- 
ing of supplies, and that 1s what we are up against when we have any 
proposal of the Government selling cotton like any other merchant 
and I would anticipate objection from the foreign cotton trade around 
the world, who like our Government to give them security because of 
the price support program and the withholding of supplies. 

I would lke to have the CCC in effect act as a cotton broker and 
seller and sell its cotton competitively in the world market at what- 
ever the world market was paying for the cotton, I think that is what 
the CCC should sell it for and if there is a loss, then we should take 
the loss and if there is a gain we should take the gain, in other words, 
move the cotton through the normal trade channels. 

Senator Extenper. Any further questions? 

(No response. ) 

Mr. Love. Mr. Chairman, if you please, I would like to make a 
statement. It has been called to my attention that there is a typo- 


graphical error in my paper. I have been using the term 45 cents as 
the carrying cost charged by the Government, 15 points. It should 
be 75 cents in all instances; 15 points to 75 cents. 

Senator E.tenper. That change will be made for the record. All 
right, Mr. Wolf. 


STATEMENT OF MORRIS WOLF, PRESIDENT, NEW ORLEANS 
COTTON EXCHANGE 


Mr. Wor, Gentlemen, my name is Morris Wolf and I am the presi- 
dent of the New Orleans Cotton Exchange. My business is cotton 
broker. My home and business are located in New Orleans. 

I am appearing before you in behalf of the members of the New 
Orleans Cotton Exchange, in response to the invitation that was so 
graciously tendered us at our industrywide meeting on October 30, in 
New Orleans. I am also authorized to speak in behalf of the mem- 
bers of the New York Cotton Exchange. : 

Before I present the points that I have been asked to discuss, I wish 
to thank you for the time, the attention, and the help that has been 
afforded us in the past few months, and is so evident here today. I can 
assure you that your counsel is wanted, heeded, and appreciated. 

I should like to discuss, in some detail, point No. 3 that was brought 
forward in Mr. Lodwick’s opening statement to the subcommittees. 
This principle is that the Commodity Credit Corporation carried over 
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stocks shall not be offered for sale for unrestricted use at less than 115 
percent of the then current B support price. 

We of the cotton exchanges cannot survive under the present farm 
law. Seventy-three percent of the American cotton crop is bought by 
the Government at a fixed price and then sold by the same govern- 
ment at a single minimum price. In addition, the entire U.S. carry- 
over of surplus stocks is placed on the market, for the entire year, at 
approximately the same basis. 

‘his intolerable condition, a fixed floor as well as a fixed ceiling, at 
approximately the same level, has crushed our function as one link 
in the orderly marketing chain. There is no reason or need for our 
function of price insurance in a rigidly controlled and federally op- 
erated system of price stabilization. 

We must have living room between the Government floor under 
cotton and the Government ceiling above the same stock. We must 
have inserted into the 1960-61 cotton program a small and yet vitally 
necessary airspace. This airspace is but a palliative, a temporary re- 
lief, but we feel will permit our existence until further beneficial and 
permanent legislation is possible. 

We want our Department of Agriculture to return to a simple prin- 
ciple. We want the Government-owned and controlled carryover 
stocks of raw cotton removed from the market as direct competition 
to the American cotton farmer, removed and held intact unless sold 
at not less than 115 percent of the then current B support price. 

The law states that the carryover, or the current crop cotton, bought 
and held by the Commodity Credit Corporation, shall not be sold at 
less than 110 percent of the B support price. Hence this request of 5 


yercent living room for an important segment of the merchandising 
industry is entirely possible and allowable by Government decree 
alone. No new legislation is needed. 

This 5 percent living room, or entrees is vital to us. It is also 


vital to our farmer friends all over the Cotton Belt. It is not equitable 
so far as they are concerned to be forced to compete with their own 
Federal Government. The average farmer has but several months a 
year to market the products of his year’s labor, and this 5 percent 
administrative change will permit him to glean the benefit of his 
labors without his own Government as a competitor. 

In all of the past years since high, fixed-support prices have been 
law, the Commodity Credit Corporation has followed this principle 
of not selling their stocks at less than 5 percent above the farmer’s 
support price. 

We ask for the return of this principle—for the farmers as a help— 
for ourselves as the very vital and only administrative assistance that 
will keep our institutions in existence for 1960. 

We have been told, and so we are prepared, for some opposition to 
this return of principle. We have been told that this 5 percent will 
raise the price of American cotton. We have been told that this 
proposal is counter to the trends of thinking in the Department of 
Agriculture, yet this administrative change of 5 percent amounts to 
but $6.60 a bale on the small number of bales that may be involved. 
This $6.60 per bale, which incidentally will be added to the Com- 
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modity Credit Corporations’ funds, is a small price to pay. In a 
vibrant and thriving America, this small increase on merely the 
residual stocks can and will be lost in the boom times that seemingly 
lie ahead for the textile industry. This tiny possible, but not proba- 
ble, price increase is peanuts and pin money to others, but to us of the 
exchanges, is our be-all or our end-all. 

We are not asking for a new idea. This 5-percent increase basis— 
75 percent of parity for 1960—would permit Middling 1-inch cotton 
sell at 30.77 cents per pound at average location. In 1961 under our 
present law as written, with minimum permissible supports and un- 
changed parity Middling 1 inch would have to sell for 32.30 cents 
1d pound, some $8 per bale higher than the price we are advocating 

or 1960. 

We appeal for your help, for the survival you must surely get for 
us. Those in authority can be—yes, they must be—convinced that 
our survival is paramount. 

Several other gentlemen in our industrywide group will discuss 
other phases covered by points 4 and 5 of the general document. We 
want you to know, before their discussion, that both of our exchanges 
agree that points 4 and 5, to follow, are but simple equity. We urge 
upon you their adoption. 

Gentlemen, let me reiterate, if I may, that the exchange feels in 
no way that these recommendations are the proper permanent means 
of setting the rules under which we must operate. We merely want 
the 1-year administrative changes as temporary measures and tempo- 
rary means towards the end of survival. 

canater Exienpver. Thank you, Mr. Wolf. Are there any ques- 
tions ¢ 

Representative GaTuines. I would like to ask a question of Mr. 
Wolf. What is the volume of business in the New Orleans Exchange 
now incotton? What isthe volume at this time? 

Mr. Wo tr. Sir, in the last month I believe it was in the neighbor- 
hood of 60,000 bales, last month. 

Representative Garuines. The month of November? 

Mr. Wo tr. Yes, sir. During the busy hedging season normally, I 
believe, our total volume was approximately 60,000 bales. 

Representative Gatutnes. What was the volume in November 1958 ? 

Mr. Worr. It was considerably higher than that, sir. 

Representative Garuines. What was it in 1957? 

Mr. Woxr. I would say five times as much as that, sir. These are 
guesses on my part. I do not have the statistics at my finger tips. 

Representative Garuines. And your recommendation No. 3 really 


. 


just moves it up 1 year, the law as it now is written, that is to say, the 
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115 percent of parity, the selling price on this cotton, you would move 
it up and make it applicable in 1960, which would not become opera- 
tive until 1961? 

Mr. Wo rr. Sir, there is a little difference in the base of the 1961 
season, in that it is to be on the basis of the average of the crop at 
a 5 percent lower support; but that the CCC stocks must bring 115 
percent of the average of the crop. 

Representative Garuines. The crop? 

Mr. Wotr. Yes, sir. 

Representative Garuines. Let me ask you this. Only a small 
number of bales are involved; about how many bales do you think 
would be involved ? 

Mr. Wo r. It is our belief that the former crop would sell first 
under this method. The CCC stock would only supply the few qual- 
ities that. were not available out of the current crop, the CCC would 
be used as the residual supply. 

Representative Garuines. Yes. 

Mr. Wor. And it would depend on how good was the domestic 
demand and how good the export demand, as to how much of our 
CCC stock would be called for at 115 percent that could not be gotten 
at a minimum of 110 percent—there might be none. 

Sir, to answer your first question, I have here the figures for the 
New Orleans Cotton Exchange if you would like to have them. 

Representative Garuines. Since I asked the question with regard 
to the volume of cotton in the New Orleans Cotton Exchange, I ask 
unanimous consent that the table handed me be incorporated and made 
part of the record. 

Senator ELLeNDER. We have a table here submitted by the Depart- 
ment of Agriculture and we have this other table. Have you checked 
the figures on the two tables to see if they set out the same amount 
of cotton handled for specific years? 

Mr. Wotr. This table sets it out, sir, from August 1, 1957, through 
November 30, 1959. I have a table that Mr. Rhodes of the Depart- 
ment just handed to me, the cotton annual volume of trading on the 
New York Cotton Exchange and the New Orleans Cotton Exchange 
for the calendar year, fiscal year, and crop years of 1934 through 1959. 

Senator ELLENvErR. Does that table have the same figures? Would 
you check it and see? 

Mr. Wotr. Yes, sir; they are the same. 

Senator Ettenper. Then the statement submitted by the U.S. De- 
partment of Agriculture of the annual volume of trading on the New 
York Cotton Exchange and the New Orleans Cotton Exchange from 
1934 to 1959 without objection will be incorporated in the record. 

(The table referred to is as follows :) 
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DEPARTMENT OF AGRICULTURE 
COMMODITY EXCHANGE AUTHORITY 


Cotton: Annual volume of trading on the New York Cotton Exchange and New 
Orleans Cotton Exchange, calendar, fiscal, and crop years 


{In thousands of bales] 


Calendar New | New Fiscal year | New | New Crop year New New 
year be- York Orleans beginning York | Orleans beginning | York | Orleans 
ginning Cotton | Cotton July 1 Cotton | Cotton Aug. 1 | Cotton | Cotton 
Jan. 1 | Exchange) Exchange} Exchange} Exchange Exchange| Exchange 


1934 46,562 | 14,928 | 1934-35 38, 864 10,776 | 1934-35. | 36,288 | 9, 624 
1935 34, 731 8,198 | 1935-36 30,688 | 6,371 | 1935-36 32, 433 | 3, 817 
1936 35, 929 7,538 | 1936-37 3, 942 9,991 | 1936-37 43, 333 9, 780 
‘ : 43, 154 9,615 | 1937-38 39, 338 8,109 | 1937-38 39, 022 8, 053 
35, 217 | 7,225 | 1938-39 | 32,304 6,009 | 1938-39 c 31, 988 5, 815 
36,336 | 6,676 | 1939-40 | 36,845 7,686 | 1939-40___- 35, 415 496 
25, 877 5,172 | 1940-41 | 27,282] 6,971 | 1940-41__-- 30, 710 9, 156 
40, 199 17,372 | 1941-42 2,927 | 21,962 | 1941-42 | 41,052 21, 187 
36, 024 17, 508 | 1942-43 29, 382 13, 338 | 1942-43. 28, 057 2, 201 
25, 066 9,959 | 1943-44 | ae 11,366 | 1943-44 | 20,084 2, 417 
29,252 | 12,729 | 1944-45 27,180 | 10,596 | 1944-45 | 26,133 | 9, 896 
30,030 | 11,305 | 194546 | 38,037 | 19,080 | 194546......| 43, 011 22, 256 
57, 281 32, 356 | 1946-47 65, 898 39, 279 | 1946-47_. | 64,078 | 38,590 
waht) 62, 577 39, 017 | 1947-48. ____ 63, 352 44, 570 | 1947-48_.__. 60, 812 42, 763 
1948. __ 50,279 | 34,961 | 1948-49 | 40,967} 20, 1948-49 _- | 40,871 , 956 
1949. ____- 37, 362 16,806 | 1949-50... 37, 288 14,982 | 1949-50 | 40,310 | 5, 664 
1950 _...| 59, 886 20,986 | 1950-51 | 58, 950 19, 278 | 1950-51. | 57,367 9, 038 
1951. . ...| 54,638 | 19,900 | 1951-52_- 67, 486 26, 032 | 1951-52- 68, 403 26, 188 
1952.........] 72,942 26, 896 | 1952-53......| 66, 296 23, 506 | 1952-53......| 64, 270 22, 848 
1953__._- 43,229 | 15,816 | 1953-54 | 32,609 J 1953-54... .. 32, 312 | 1h, 945 
1954.........] 34,748 12, 900 1954-55. __- 36, 281 | 3,799 | 1954-55 _.| 36,794 13, 710 
1955. ... 34, 288 12,148 | 1955-56......| 30, 302 | 9,138 | 1955-56 28, 714 8, 669 
1956 23, 252 6, 584 | 1956-57_._...| 17,515 tT; 1956-57 ___- 17, 929 : 
1957 - = 17, 332 | 4,172 | 1957-58... .. 20, 648 | , 474 | 1957-58__... 20, 906 
1958 ___ 19, 862 4,406 | 1958-59 16, 084 ’ 
1959 1____ --| 9, 604 1,792 | 


iT eal Dec. 2 


Senator E,tenper. Are there any other questions f 


Representative Boces. Thank you, Mr. Chairman. 

I just wanted to ask you, Mr. Wolf, if you have had a time when 
there was not a single transaction in cotton on the exchange ! 

Mr. Wotr. Yes, sir. This was the first time in the history of the 
cotton exchange, which started in September of 187 1, that there was 
not a single transaction eevee on the floor in the entire day’s 
trading. 

Representative Boaes. I have figures here for a 3-month period. 
The figures I have show August, September, and October of 1959 as 
compared with August, September, and October of 1958, and the 
figures show 1,875,000 bales and 10,464,000 bales for those years 
ae -58 which is, to say the least, a very substantial difference, is it 
not ¢ 

Mr. Wotr. No question about that. 

Representative Bocas. Is it not a fact that Secretary Benson has 
frequently made speeches saying that he wanted the United States 
to go to the free market ? 

Mr. Wo tr. I have read references to that. I have read newspaper 
articles to that effect. 

Representative Bocas. That there should be more free enterprise for 
agriculture ? 

Mr. Wo tr. I have read that, too. 
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Representative Bocas. And free enterprise today in the marketing 
of cotton—do you believe there is such free enterprise as far as the 
marketing of cotton ¢ ivi L* 

Mr. Woxr. Not in the opinion of the cotton exchanges, it is not, it is 
completely controlled market. he 199 

Representative Bocas. As a matter of fact, it is socialism with a 
vengeance, is it not? I have been talking about the New Orleans Com- 
modity Stabilization office and they do not have enough people to 
handle this job of applying this colossal amount of cotton under the 
so-called plan A, and everybody and his brother has got a job down 
there in the stabilization office at New Orleans trying to do it. Let 
me ask you, how many people does the exchange in New Orleans have 
today ? 

Mr. Wotr. We have been letting people go, sir, in order to make our 
expenses lower so that we could keep our little budget, as small as 
it 1s, in existence. 

Representative Boaes. And could you survive, paying your rent 
bills and other expenses? 

Mr. Wotr. We certainly could not make a living on our current 
income. We have been lucky, we have a building that is free and 
clear. There is nothing wrong with the exchange’s finances, Con- 

ssman, it is the members of the exchange who are going broke. 
hat comes about because of the rules under which we have to 
operate with a fixed market here and fixed ceiling. 

Representative Boaes. Which comes from the Secretary of the 
ean of Agriculture and from the Commodity Credit Corpora- 
tion 

Mr. Wotr. That is correct. 

Representative Bocas. And that is the Government, isn’t it? 

Mr. WotF. That is correct. 

Representative Boces. And that is, in Mr. Benson’s category, that 
is socialism, isn’t it? Bim 

Mr. Wotr. Yes, sir. 

Representative Boces. Thank you for the answer. 

Now, we havea plan A anda plan B put into effect ? 

Mr. Wotr. Yes, sir. 

Representative Bocas. And what are they and what did they 
handle? 

Mr. Wotr. The plan B was to permit the farmer to get a 40 percent 
increase in his basic acreage and get a lower support price. 

The plan A was to give the farmer an acreage allotment which he 
would have to stick to and get a higher support price. 

Representative Boces. And what happened ? 

Mr. Wotr. Everybody took the choice of plan A with the exception 
of approximately 3 million bales. 

Representative Bocas. And has that reduced the price of cotton 
goods to the consumer ? 

Mr. Wotr. I believe you just read a little while ago that the price 
of cotton goods has gone up. 

Representative Bocas. As a matter of fact, the price of cotton is 
down 10 percent and the price of cotton goods is up 20 percent. That 
is all. 

Senator ELtitenper. Any other questions ? 
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Representative Garuines. Mr. Chairman, I would like to make a 
statement for the record. 

This committee on the House side and I believe on the Senate side 
as well spent many months working on the cotton problem. 

It was necessary that some type of plan be devised by the Congress 
and so we have come out with the A and B program. 

That is ours, we passed this law. We passed it through the Senate 
and through the House of Representatives, and it was signed by the 
President. 

Something had to be done. It was necessary that something be 
done to avoid drastic acreage reductions. I just want to say that 
the Department of Agriculture is not to blame for anything that may 
be wrong with the act. It is what we did, if there is anything wrong 
with it we should take the responsibility. 

Senator ELLENDER. Any other questions / 

Representative Jounson. The Government is offering this A cotton 
ata fiat price? That is, with no bidding involved ¢ 

Mr. Wotr. No, there is bidding involved but they are permitted to 
sell the cotton at not less than 110 percent of the B support price. 

Representative JOHNSON. You do not object to that ¢ 

Mr. Wotr. No,sir. You see, if our plan was tied in with Mr. Love’s 
plan, if my statement is tied in with Mr. Love’s statement, that would 
permit the cotton farmer to sell his cotton first and the Government 
stocks would be held back during the year until they are needed, the 
buyer steps up and pays more to the Government for the Govern- 
ment stocks, and lets the farmers sell his cotton first. 

Representative Jounson. The Government is trying to get the max- 
imum possible price, are they not ? 

Mr. Worr. Yes, sir; they certainly are. 

Representative Jounson. And in substance what you want is for 
the Government to take it out of the market and assume all of these 
carrying charges so someone else can supply the market and increase 
the Government’s carrying charges? 

Mr. Wo r. It would actually decrease the carrying charges for the 
Government, in that they would not be taking cotton—the farmer 
would be selling it to the trade and it would decrease the Govern- 
ment’s expenses and certainly not increase them. 

Senator Evtenper. At that point, Mr. Wolf, I cannot quite follow 
you. You answered, or I believe Mr. Love answered, a while ago 
that the banks would buy cotton? 

Mr. Wotr. Yes, sir. 

Senator Exienper. That is right; the farmer would sell the cotton 
and the banker would be buying the cotton ? 

Mr. Woxr. Yes, sir; but with the Government carrying over, with 
the carryover stock being held at 115 percent, the farmer would sell 
his cotton at less than 115 percent but more than 110 percent. 

Senator ELLenper. Well, now, we all understand that the problems 
of the cotton business are very complicated and I wondered if either 
you or Mr. Lodwick or Mr. Love could answer this question. 

Assume that I am a cotton farmer and I have 10 bales of cotton to 
sell. Now, tell us the difference that would exist between the present 
method of handling 10 bales and what you propose. Could you 
answer that? 

Mr. Wo tr. I would be glad to try. 
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Senator E.xenper. If I sell for more, who gets that increase, and 
if it sells for less, who must take that lesser amount ? | 

Mr. Wotr. Yes, sir. In the current season and in the law as 
written for next season unless it is administratively changed, the 
farmer with his 10 bales will come to a licensed purchasing agent of 
the Commodity Credit Corporation and receive the “A” peisythe “A” 
support price. I am now discussing the “A” farmer, not the “B” 
farmer. 

The farmer will get a check for the 10 bales of cotton. The pur- 
chasing agent will then do one of two things with it, sir. He may 
turn it over to a local sales agent for sale, a licensed. 

Senator Ettenpver. The CCC has possession of it ? 

Mr. Wotr. Yes. 

Senator ELtenper. It has charge of it? 

Mr. Wotr. Yes, sir. 

Senator Ettenper. And what authority does this purchasing agent 
have to do what you say ? 

Mr. Wotr. It is in the administrative rules or the Department of 
Agriculture that he is permitted to do so, and the sales agent is also 
licensed by the Department of Agriculture. 

Senator ExLLenper. Well, is it possible for this cotton, supposing 
that is so, those bales of cotton could be sold tomorrow ? 

Mr. Wotr. As soon as the papers are in order, he could sell them; 
yes, sir. 

Senator Ex.enper. That would not be done through the CCC? 

Mr. Wo tr. That is done through the sales agents which are li- 
censed by the CCC in the country, in the interior points where the 
cotton is grown. 

The Commodity Credit would give him a set of rules under which 
he must operate and they would give him a minimum price at which 
he may sell, at that, or higher. 

Senator Ertenper. That is the 110? 

Mr. Wotr. That is the 110. 

Senator ELtenper. Not less than that? 

Mr. Wotr. Not less than that ; that is correct. 

Senator ELLENDER. What else can be added to that, supposing it is 
made within 5 days, let us say ? 

Mr. Wotr. Well, if the sale is made within a few days the sales 
agent is paid a commission for selling the cotton for the Department 
of Agriculture and if he gets more than the minimum price permissi- 
ble by law, he gets an override on the overage. 

Senator ELLenper. Now that more or less excludes them ? 

Mr. Wotr. It completely excludes them. 

Senator E,tenper. Can you tell us how this plan would operate 
under the suggestions you make? 

Mr. Worr. Yes, sir. Under the suggested combining of our legis- 
lation and my suggestions together, the farmer would bring his cot- 
ton the ae et agent, just as he does this year, and would be 
paid for it. He would be given an option good for 120 days to re- 
purchase that cotton from the Commodity Credit Corporation. 

Senator Exitenpver. In the meantime that cotton is in the possession 
of the Commodity Credit Corporation ? 
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Mr. Wo tr. It is owned and paid for by the Commodity Credit 
Corporation. 

Senator Ex.tenper. The storage being paid by the Commodity 
Credit Corporation and the interest on it or the carrying charge is 
being paid for by the Commodity Credit Corporation. 

Mr. Wotr. That is correct, sir. 

Senator ELLenperR. All right. Now proceed. 

Mr. Worr. Under this plan which I am offering, the carryover 
stocks of prior years are not on the market at less than 115 percent of 
the support price. 

Senator ExLenper. How would you justify this additional 5 per- 
cent? That is up to the Department, I presume? 

Mr. Wo r. The justification could come in the saving of the sales 
agent’s commission. It would be one of the savings. Then the 
farmer has the option to repurchase it from the Commodity Credit 
Corporation for 120 days, and if he can get more than 110 percent he 
would get an equity. Now the reason that he would probably get 
an equity is that the Government carryover stocks are being with- 
held from the market unless someone will pay the 115 percent of 
parity or of the support price. 

Senator Exrtenper. How would you get around the charge just: 
made by Congressman Boggs that so many employees are hired by the 
agent or the branch of the Commodity Credit Corporation, the Stabili- 
zation Branch? How would you get around the employment by the 
Commodity Credit Corporation of all of these extra people that Con- 
gressman Boggs was talking about ? 

Mr. Woxr. Because this way the farmers’ cotton out of a new crop 
would not go to the Commodity Credit Corporation. It would be 
owned by it but immediately resold or resold within 120 days. 

Senator Exienner. I know, but in the meantime wouldn’t it go back 
to the Commodity Credit Corporation? Would they not have pos- 
session of it and would it not have gone into the warehouse ? 

Mr. Wor. It is already in the warehouses when the Commodity 
Credit Corporation gets it. But if sold by the farmer—and it will 
be sold—the interest and storage will follow the cotton or the cotton 
merchant and the mill will pay the interest and storage on every bale 
that is taken out. 

Senator Eiienper. Are you through answering the question now? 

Mr. Wotr. Yes,sir. I believe I am. 

Representative Bocas. There is one other thing I would like to de- 
velop in connection with what you said. What you are recommending 
is not a program that you think is a permanent solution, but you are 
trying to rescue an operation under existing law. Isn’t that a fact? 

Mr. Wotr. That is exactly right, Mr. Boggs. 

Representative Boaes. And isn’t it also a fact in connection with my 
good friend’s, Mr. Gathings’, observations, that while Congress 
enacted this legislation, the regulations have been promulgated by the 
Department of Agriculture. Isn’t that so? 

Mr. Woxr. That isso. We are not asking for new legislation, but 
merely 
_ Representative Boaes. And you do not actually quarrel with the law 
itself, but you are quarreling with the rules under which they are 
operating ? 
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Mr. Wo tr. That is correct. 

Representative WiNsreap. There is one question I should like to 
ask. Under the present plan, who pays the carrying charges when 
they buy the cotton? Under the new plan the buyer will pay the car- 
rying charges? 

Mr. Wotr. That is correct, and at the present time the Government 
pays the carrying charges. 

epresentative WinstEap. He just pays a flat price? 

Mr. WotFr. No, sir. Carrying charges are added at the rate of 15 
points per month, which are less than commercial costs. 

Representative Wuirren. I understand your testimony is limited 
at the moment to sales for unrestricted domestic use. 

Mr. Wor. That is correct. 

Representative Wuirren. Your proposal has to do with domestic- 
use cotton. I am not struck with this bill Congress passed and I doubt 
anyone on the committee is struck with it entirely. —The Committee on 
Agriculture did a fine job with a tough problem, and I am satisfied it 
does not suit anybody in its entirety, but 1f I am any judge the pressure 
for the present law, with sales being cut, came from producers and 
others who believed that in order to meet the competitive situation 
of synthetics that the domestic prices had to be brought down. 

Personally I don’t subscribe in a great degree to that. I think our 

roblems are largely one of use. But the whole country—and when 

say “the whole country” I mean practically all of the producers and 
others directly involved—believes it essential that prices of cotton be 
reduced to meet the competitive situation of synthetics. 

Would not your proposal tend to decrease the competitive situation 
of cotton toward synthetics insofar as competition is concerned ? 

Mr. Wotr. I don’t think necessarily, sir. 

Representative Wurrren. If cotton sells at a higher price, wouldn’t 
it be going counter to the determination of the Congress, the Depart- 
ment of Agriculture and the President, who sponsored this bill largely 
to improve the competitive relationship with synthetics? 

Mr. Woxr. It would only be a very, very small amount of cotton 
sold, because the whole new crop would sell before the old crop, with 
one or two exceptions of quality, possibly. 

Representative Wurrren. The illustration you gave the chairman, 
Senator Ellender, as to the effects and your whole Delief that with re- 
gard to this cotton the farmer had a right to sell or rebuy it, which 
means to regain it so as to sell it. for 120 days—your whole theory 
is based on the fact that the Government would hold its supplies off 
the market—that is, that which it already is carrying. 

Mr. WotF. That is correct, sir. 

Representative Wurrren. Isn’t it a fact that most folks believe that 
the holding of the Government’s supply off the market has had a bad 
effect on domestic and foreign markets, and has reduced American 
acreages, while promoting increased foreign acreage. For the Fed- 
eral Government to hold its own supply off would, as you think, 
strengthen the market, but in the process would you not go right 
back to what causes much of our predicament in the way of synthetics 
competition and increased foreign production ? 

r. Wor. No, I don’t think so, sir. I think that it would have a 


slight tendency to raise the market on some residual amount that 
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would be needed, but the basic price would not go up until maybe the 
very tail end of the season when some middle cotton had to be raised 
up for the 115 percent. 

Representative Wuirren. The key to your proposal is not specu- 
lating and letting the farmer have the cotton for 120 days, but the 
real key is for the Government to hold its supply of cotton off the 
market in that period. 

Mr. Wotr. At 115 percent. 

Representative Wurrren. That’s right. 

Mr. Wor. So we can get a 5-percent play in the market. 

Representative Wuirren. I don’t want to belabor this, Mr. Chair- 
man, but I return to the proposal I raised with Mr. Love a moment 
ago, and I would like to read one of the paragraphs which I think is 
the key to your problem. 

On the second page, and I quote from your statement, Mr. Love, 
you say: 

We of the cotton exchanges cannot survive under the present farm law where 
73 percent of the American cotton crop is bought by the Government and then 
sold by the Government at a single price. In addition, the entire U.S. carryover 
of surplus stocks is placed on the market for the entire year at approximately 
the same basis. 

Now again my suggestion for your consideration is if the Com- 
modity Credit Corporation stocks were sold intermittently in such 
quantity as might be determined without any advance notice where it 
was just a source of supply as any cotton producer might be, it would 
obviate every objection you make in that paragraph. 

Again, I am sure it would not suit lots of folks and American 
cotton manufacturers that want the U.S. Government to give them 
a feeling of security for at least a 12-month period, which I think led 
to a whole lot of the problems. But don’t you think that proposal 
would meet each of the objections which you make in that paragraph ? 

Mr. Wotr. Well, sir, I would say it would tend to have somewhat 
the same effect. 

Representative Wuirren. Would it not require a man in the textile 
business and any mill, if he did not know when the Government cot- 
ton was going to be offered and when the highest bid was going to be 
taken without exception—would he not again feel a need to hedge! 

Mr. Wo tr. I would certainly think if that were the case he would 
feel that need to hedge. Yes, sir. 

Representative Wuirren. Isn’t your proposal here to find some 
means to find a hedge? If you had that you would have it made, 
would you not? If you right now, whatever the mechanics of the 
cotton centers are—if you had a fluid situation in the market to the 
degree that the trade would have to hedge, you would have it made, 
would you not? 

Mr. Worr. That ismy opinion. Anyway we can get a fluid market; 
you are right. 

Representative Wuirren. If the Government stocks, instead of 
being spread on the market for a full year where the trade knows 
the Government is carrying all the inventory it can possibly carry 
which leaves need for hedging—if the Government stocks were of- 
fered in such quantity as the Government might determine was to its 
advantage, like a big merchant would, selling it when the market is 
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good and holding it back when it is not, would you not restore that 
situation which would solve your problem ? 

Mr. Wotr. I think that would tend to restore a more fluid market. 

Representative Wuirren. Right. Which is what you wish. 

Mr. Wotr. Right. We wanta fluid market. 

Representative Wuirren. Sothat is what you would get. 

Mr. Worr. I think that is one suggestion that could be thought 
about. Yes, sir. We did not happen to at this time make that sug- 
gestion. Ours was to get the 5 percent living room which we want 
only for 1 year. 

Representative Wurrren. Mr. Wolf, I am sure you are like I am. 
When you want relief you do not care to be a stickler as to which way 
you get it—whether it is the way you asked for it or whether you get 
it insome other direction. It isthe relief you want. 

Mr. Wotr. That iscorrect. Wedo want relief. 

Senator ELttenper. Mr. Wolf, I simply want to say this: That these 
men sitting around this table are very anxious to get the facts on 
how this thing works. I want to emphasize that you are not to judge 
their position by the questions asked. We are just trying to get the 
facts out of you and make it as simple as possible. 

Mr. Wotr. Yes, sir. 

Senator Eitenper. The only question that concerns me at the mo- 
ment is whether or not this 5 percent that you speak of can be justi- 
fied under the law. Of course, I am very hopeful of getting the De- 
partment Solicitor to appear before us this afternoon, or sometime 
today, and let us know the situation as they see it, or their views. 

In that connection, I would like to have your attorneys here to get 
in a little debate on it, if necessary, in order to find out who is right 
or wrong, and let us be the judges of it. 

Representative Wuirren. Mr. Chairman, could I raise this point: 
I call attention to it. It ads kind of on the side of this proposal. I 
said earlier, I never did buy this argument that reduced prices can 
have all that effect on synthetics personally, but, Mr. Chairman, I 
would like to call this to your attention. I would like to remind the 
members here that at the time this law was passed the determination, 
as I understand it, by the respective committees and others of us in 
Congress who were interested, was that the parity index itself was 
considerably different from what it is now since the Secretary last 
year ener s the parity index. So I would think on the side of 
these gentlemen the record should show 115 percent of parity is 
approximately 110 percent of parity as it was understood at the time 
the Congress at this law. That is due to the change by the Sec- 
retary last year. I say for the record 115 percent is approximately 
what Congress had in mind when it provided the present law. 

Mr. Wotr. Yes, sir. And if I might add to that, Mr. Whitten, the 
price for the 1961 season is $8 a bale higher by the present law than 
115 percent would be for last year, which we are advocating. There 
will be an $8 a bale increase in price in the 1961 season at which the 
Commodity Credit Corporation may sell their cotton. Approximately 


Representative Wurrren. Thank you, Mr. Chairman. 
Senator Eritenper. Are there any further questions ? 
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Judging from past performance, as to what the Commodity Credit 
Corporation has oy I do not think it is their intention to have any 
more cotton than they should. This would be a nice way to test. out 
their views. I hope that something can be worked out whereby the 
trade and the Government will be benefited. 

Mr. Worr. Right, sir. 

Senator Eixenper. Are there any more questions? If not, we shall 
now hear from the merchants. 

Mr. Stoneham, Mr. Cook, and Mr. Helmbrecht. Will you gentle- 
men step forward ? 

All right, Mr. Stoneham. Will you proceed, sir? 


STATEMENT OF JACK J. STONEHAM, DALLAS, TEX.; ACCOMPANIED 
BY EDWARD W. COOK, MEMPHIS, TENN.; AND WILLIAM C. 
HELMBRECHT, JR., DALLAS, TEX. 


Mr. SroneHam. I am Jack J. Stoneham, of Dallas, Tex., and am 
appearing on behalf of the American Cotton Shippers Association. 

he American Cotton Shippers Association is composed of the follow- 
ing affiliated associations: 

Arkansas: Missouri Cotton Association, representing the States of 
Arkansas and Missouri. 

Atlantic Cotton Association, representing the States of Alabama, 
Georgia, North and South Carolina, and Virginia. 

Oklahoma Cotton Association, representing the State of Oklahoma. 

Southern Cotton Association, representing the States of Louisiana, 
Mississippi, and Tennessee. 

Texas Cotton Association, representing the State of Texas. 

Western Cotton Association, representing the States of Arizona and 
California. 

Our membership comprises about 85 percent of all the people who 
merchandise cotton sold in foreign and domestic commerce. 

We welcome this opportunity to appear here today before this Cot- 
ton Subcommittee of the Senate and eam Agricultural Committees. 
We appreciate Senator Ellender and Congressman Gathings and the 
others bein here not only to listen to our problems, but with the hope 
they can help solve some of them administratively by the Department 
of Agriculture. We feel this can be done and we actively solicit your 
help and support not only for the balance of this season but also for 
1960-61. There are five major points which we wish to bring up and 
discuss with you. I will comment on three of these points and my 
associates upon the others. 

I would like to say these points have been brought out and I will 
speak on points 2, 3, and 5, and my colleagues will speak on the others. 

One of the primary purposes of the hearing is to help the New York 
and New Orleans Cotton Exchanges in their present situation. How- 
ever, the shippers are just a short step behind as we are having our 
own difficulties under the present program. 

If the cotton exchanges are forced to close it will be an irreparable 
loss to the free enteprise system. The exchanges have been in exist- 
ence for nearly 100 years and have furnished price information and 
protection to farmers, spinners and merchants who are thereby able 
to market the crop at a very small margin of profit. 
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A recent report of the New Orleans Cotton Exchange states, and 
I quote: 

The volume of contracts for the entire months of August, September and October 
are hardly equal to one-half a normal day’s business in previous years. 

The volume of trading in the New York Cotton Exchange has declined 
tremendously. 

When the amendments to the Agriculture Act were passed in 1958 
no one could foresee the chaos it would create in the cotton trade. 
I am sure it was not the intent of Congress or the Department of 
Agriculture and certainly no one in the shipper group realized the 
many difficulties we would have under the present program. Mr. 
Edward W. Cook will explain the difficulties of this program in more 
detail for us and Mr. W. C. Helmbrecht, Jr., will tell you how neces- 
sary reclassification is to the merchandising system. 

o help the exchanges and give them some opportunity for addi- 
tional business, we have agreed to go along with their suggestion that 
the carryover stocks of CCC cotton not be sold for unrestricted use 
during the 1960-61 season at less than 115 percent of the current B 
support price. 

I would like to say here we felt like the exchanges were so vital to 
the free economy of our country that for 1 year we could go along. 
As you all know, we are against raising the price, but we felt that 
this was a very necessary thing at thistime. They felt it was and we 
were willing to go along. We have not changed our thinking as far 
as cotton prices go, but for their survival, like I pointed out earlier, 
if they are only doing as much business in 3 months as they did in a 
half a day, something is sick, and we wanted to go along and help 
them, and that was the only thing they felt could help. 

Senator ELtenpver. Would that in any manner help you? 

Mr. Stonenam. No, 

Senator Extenper. That is, it will help you in the future if you can 
maintain the exchanges. 

Mr. StoneHam. It will help the exchanges. Right here I would 
like to say I think it would help the farmer because the cotton end 
of the Commodity Credit Corporation stocks would be 5 percent above 
the stocks on the—Mr. Cook handed me this. 

Mr. Cook. I don’t mean to interrupt, but I wanted Mr. Stoneham 
to read this part of the law here. 

Mr. Stonenam. This is on page 131 of the Agricultural Act of 1949. 
It reads: 


In determining sales policies for the basic agricultural commodities and 
storable nonbasic commodities, the Corporation shall give consideration to the 
establishment of such policies with respect to price, terms and conditions and 
as it determines which will not discourage or deter manufacturers, processors 
and dealers from acquiring and carrying normal inventory of the commodity 
of the current crop. 

That is on page 131. 18 4 

Senator Exxenper. I am familiar with that provision and I repeat 
the only thing, or one thing, that I am concerned with is whether or 
not the Commodity Credit Corporation could increase this sum to 115 
instead of 110 unless there is adequate justification. That is where 
I would like to have the record clarified. 


48917—60——3 
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Mr. Sronenam. Mr. Chairman, I believe it is a fair statement to 
make that nobody will buy cotton from the Commodity Credit Cor- 
poration if the qualities are available in the present crop, for several 
reasons: First, they are classed later. We are familiar with that 
cotton in that particular section and we know it is locally grown 
cotton, and the cotton you actually buy from the Commodity Credit 
Corporation as a general rule is not in the crop or available at that 
time. Or, if you had earlier commitments you would buy it so you 
could get it out, but generally speaking it’s a fair statement that the 
mills and the trade prefer new crop cotton against old crop cotton. 

penstor Exxienper. There is nothing stopping you from fearing low 
grade. 

Mr. Stonrnam. Nature comes along and plays a great part with 
the cotton crop. For many years we have had very good weather and 
have had no low grades at all. Low grades, as everybody knows who 
is familiar with how cotton is selling at this time—the Commodity 
Credit Corporation selling agents are getting cents a pound above 
the 100 percent B. That is caused by the fact that the cotton is in 
short supply. 

Senator EL,enpeR. Is not that also due to the fact that many of the 
mills adjusted their equipment to handle this low-grade cotton? 

Mr. SronenaM. That is true. That is why I say it. But in the 
current crop the mills and shippers would prefer to buy it out of the 
current crop rather than the Commodity Credit Corporation’s stocks, 
I think. In the first place, they are more familiar with it and the 
cotton is in the exact location where they prefer to buy it, and it is 
not reconcentrated where they do not know the area of growth, but if 
it is in short supply you do not have any alternative but to go to the 
Commodity Credit Corporation’s stocks. 

I will continue. 

The American Cotton Shippers Association realizes this may make 
market prices less competitive than if these stocks were sold at 110 
percent of the B support price. However, this price of 115 percent 
of the B support price in 1960 will probably, according to present 
indications, be lower than the 115 percent sale price required by the 
law in 1961 and which is based on 70 percent of parity for the average 
grade and staple of the crop. 

That is on a new crop in 1961. 

Again we reiterate that the New York and New Orleans future 
exchanges are of vital importance to all branches of the trade. We 
cannot risk the loss of their services. 

Our association is in favor of carrying charges at approximately 
commercial cost but we are opposed to any premiums for deliveries 
of CCC cotton at the beginning of the 1960 season. Such premiums 
tend to hold a price umbrella over early producing foreign crops. 

On all export cotton we get a payment-in-kind certificate (or p.i.k. 
certificates as we call them in the trade), good for 8 cents per pound, 
or roughly $40 per bale. This credit is not earned at the time of 
registration but only after proof of export. There is a time lapse 
of 10 days or longer after export documents have been sent to CCC, 
New Orleans, before p.i.k. certificates are issued, and until recently 
it took as long as 30 days. We now find these p.i.k. certificates sell- 
ing at quite some discount from 1 percent to as much as 4 percent, 
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depending on the shipping date. Up to now p.i.ik. certificates have 
posed no problem as they can be applied on purchase of A program 
cotton, or on cotton bought direct from CCC, New Orleans. Our 
concern is for March and later shipments, when the holder of these 
certificates cannot afford to buy cotton in face of the threat of lower 
prices next season. Quite apart from the loss of interest on these 
certificates, which amounts to about one-half percent per month, this 
constitutes a very serious market risk and the shippers will be forced 
to raise export prices to protect. themselves and to offset. these losses. 

We believe that an immediate announcement should be made that 
the prior year’s method of handling p.i.k. certificates, when they were 
applicable against earlier purchases of CCC cotton, be reinstated. 
We do not understand why there should be any valid objection to this 
procedure as it was entirely acceptable to the Department and the 
trade last season. However, as an alternative and a much less desir- 
able one, in order to secure immediate action to enable shippers to 
continue selling for export during the spring and summer months, 
we urge the Department to make these p.i.k. certificates valid for 6 
months after date of issuance. This is of the greatest importance 
to the continued success of the export program. 

Senator Exienper. At this point I wish the record to show that 
Hon. Wilbur Mills, Congressman from Arkansas, is with us. 

Are there any questions? You will be next, Mr. Cook. 


STATEMENT OF EDWARD W. COOK, MEMPHIS, TENN. 


Mr. Coox. My name is Edward W. Cook. I am appearing on be- 
half of the American Cotton Shippers Association. I am also presi- 
dent of Cook & Co., Inc., cotton merchants, Memphis, Tenn. 

First, I should like to thank Senator Ellender and Congressman 
Cooley, in absentia, for the sympathetic and understanding attitude 
they evidenced in New Orleans at our preliminary meeting, and all of 
us in the industry, I am sure, appreciate their calling this hearing and 
thank them for calling this hearing, so that those of us who have 
been injured and are suffering under the present program can explain 
our problems. 

Before going any further, I made some remarks at New Orleans 
which you questioned, Senator, and I told you I would document those 
remarks and give them to you. I am sorry it has taken me so long 
to do it and I am sorry I did not have it before, but I have it now and 
I would like to give it to you and fullfill the promise I made at New 
Orleans. 

Senator ELLenper. That will be filed for the record. 

(The document referred to above has been submitted and may be 
found in the files of the Senate Committee on Agriculture and 
Forestry.) 

Mr. Cook. Also I would like to thank my neighbor, Congressman 
Gathings, chairman of the Cotton Subcommittee, for his interest in our 
problems too. Over the years these gentlemen have shown a keen 
awareness of cotton problems and have worked untiringly in cotton’s 
behalf. 

Speaking on behalf of the shippers association, I should like to 
address myself primarily to the present method of handling A cotton. 
If anyone has a question to ask or if I do not make myself clear, I 
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should appreciate it if you would interrupt me and I will attempt to 
answer any questions which might come to your mind. 

In addressing myself to the present method of handling A cotton 
and suggesting an alternative method, we are assuming that no new 
legislation is necessary. As a matter of fact, new legislation is im- 
ea and are only suggesting those changes which we feel can 

made administratively. Gunite unintentionally, insofar as both the 
Congress and, I am sure, the Department of Agriculture are con- 
cerned, the current A program has, in operation, turned out to be a 
great aberration. 

During the current crop, the A cotton will amount to approximately 
70 percent of the total, or about 10,500,000 bales, and the method of 
handling is cumbersome and expensive. We are absolutely over- 
whalined with paperwork. The procedures, as required by the regu- 
lations, delay seriously the movement of the crop and, moreover, they 
deny income to the farmer which I am certain was not the original 
intention of the committee nor the Congress nor the Department of 
Agriculture. 

After the passage of this legislation under which we are now operat- 
ing, and prior to the issuing of regulations thereunder by the Depart- 
ment of Agriculture, numerous meetings were held throughout the 
Cotton Belt to explain them and discuss them. Every attempt was 
made to foresee problems and difficulties. Unfortunately this has 
turned out in retrospect to have been an impossible undertaking. No 
one could have foreseen the problems we presently face. 

I have in front of me a partial file which contains most, but not all, 
of the regulations issued by the Department pursuant to the law, 
namely, the Agricultural Act of 1958. The original 1959 cotton pur- 
chase program regulations, as they appeared in the Federal Register 
of May 1, 1959, totaled six pages and the detailed regulations and 
explanations issued by the Commodity Stabilization Service consisted 
of a total of some 200 pages, including the answer of instructions to 
the trade. To contrast this with commercial procedure, I have with 
me a copy of the “Southern Mill Rules” under which 9 million bales 
will be traded and shipped this season. These rules consist of 19 
small pages of trading rules to which we refer, and include, in addi- 
tion to trading rules, arbitration and appeal procedures, which are 
also set out. 

When anyone says it is a difficult and complicated problem, it is 
obvious on the face of it it is hard for anyone to understand and 
operate under such a complex plan. 

Insofar as paperwork and redtape is concerned, 15 separate opera- 
tions, involving a dozen forms, are necessary for a farmer to obtain 

ayment on choice A cotton and to get the bale from the farmer’s 
yo into trade channels under this present program. I have them 
all here. 

Necessary are a sales agreement form; transmittal form; duplicate 
class cards and warehouse receipts, because the warehouse receipt is 
necessary for commercial operation; two different tag lists; notice of 
sale, which has to be brought in; a catalog of the cotton you offer 
each, week; bid forms; which everybody has to fill out when they 
buy a bale of cotton; spread sheets. That is this tabulation here. 
Then a list of successful bidders, an invoice, a tag list of the cotton 
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sold, a master warehouse receipt control, and there may be one or 
two other forms. 

Senator Ertenper. Mr. Cook, I wonder if you can tell us which of 
these documents would be eliminated under the program that is being 


re 

r. _— Yes, sir, I can. Under the program I am going to 
suggest | 

enator ELLENDER. Yes. That you are discussingnow. You heard 
the five points made. 

Mr. Coox. I think we would need this form, that is, the SA form. 

Senator ELLenper. Just tell us which you would eliminate. You 
have named them all as to what the Department is now doing. 

Mr. Coox. Well, I would eliminate this one. 

Senator ELLENDER. Wait, now. Give us a description of it. 

Mr. Coox. I will eliminate this tag list here. 

Senator ELLenper. The what? 

Mr. Coox. Thetag list. I think we can get rid of that. 

Senator ELLenDER. What is the tag list? 

Mr. Coox. That is the list that you make and usually includes an 
average of 10 items on the sales made. I think we can get rid of a 
lot of that. 

Senator ELLENDER. Would you get rid of all of it? 

Mr. Coox. No, sir, I do not think you would get rid of all of it. 

Let me back up here, Senator, a moment myself a little bit. I know 
we can get rid of this. This is a catalog that has to be put out once a 
week. I know we can get rid of that. 

Senator Extenper. How would the trade know what is being 
offered ¢ 

Mr. Cook. Because they know the farmer. I do talk about it a little 
later. If you don’t mind, I could defer answering that question 
now. 

Senator ExLenper. I don’t mind that, but you brought up the ques- 
tion of all of this PADACWOR NS and I thought while you were on the 
subject you might like to go into what you would have eliminated. 

Mr. ooK. Well, sir, the farmer—I am going ahead and I am going 
to repeat a little bit later. There are roughly 1,200 sales agents in 
this country at the present time, and some of them are not active. 
There are approximately 800,000 cotton farmers. If we give these 
cotton farmers the option to purchase their own cotton back from the 
Government, a transferable option at 110 percent, then we imme- 
diately increase the number of outlets for cotton from 1,200 to 800,000. 
Therefore we make cotton much more available. It is the function of 
the trade in the country to know where the cotton is, and who the 
cotton farmers are in each area, and go around and collect it. We 
have been doing that for years. 

Senator ELLEnpER. How do you get that? Do you not depend on 
work previously done by the Department ? 

Mr. Coox. No, sir. In previous years we depended on our own cot- 
ton buyers located in the cotton country in the area of production, and 
these people located in the area of production, like a grain buyer does, 
he operates in two or three counties and he knows who produces cot- 
ton, and the farmers in that area know who buys it. It is not nec- 
essary to publish a list such as the one I have just had here listing 
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the cotton that is available and doing it once a week. So under the 
plan we propose these many bits of paper which have to be in fact 
sent to every cotton exchange within 100 miles of the place where it is 
resold, if it has been moved out of the locality, and have to be posted 
in at least two places if they haven’t been moved—all of this paper 
can be completely eliminated. 

Senator ELtenper. As I understand it, though, the proposals that 
are offered are such that the method of acquisition would be about the 
same. 

Mr. Cook. Yes, sir. 

Senator ELtenper. The only addition you would make would be to 
give them that option ? 

Mr. Coox. Yes, sir. 

Representative Boces. Will the Senator yield? 

Senator ELtenper. Yes. I am just trying to clear the record up. 

Mr. Coox. Yes, sir. 

Representative Bocas. Is this not more analogous to the difference 
between a mortgagor and a seller? Under the plan that you propose 
here, in effect the farmer would remain the seller and he would do the 
necessary paperwork and keep the necessary records. Under plan A 
as it is now working out by the Commodity Credit Corporation, the 
Government is the owner, the salesman, the promoter. He does the 
whole job that has heretofore been done by the trade. 

Mr. Cook. That is essentially correct. Yes, sir. In fact, there is 
a legal difference, Congressman Boggs, but in effect what you say is 
absolutely correct. Our function has been to a large extent pre- 
empted by the action of the 

Representative Boges. So what happens if you go back to the rules 
and regulations you recommend is, you go back to the established 
methods of marketing cotton. The method now being used under 
plan A is a bureaucratic, government, socialistic method. 

Mr. Coox. Yes, sir. We go back to the normal method of handling 
cotton and at the same time I don’t think in any way we destroy the 
concept of the law. 

So to answer your question, Senator Ellender, I think to wind it up 
we would eliminate much of that paperwork which goes with the sell- 
ing end of this operation. It would be broken down and eliminated. 

Senator ELLENpEr. Rut outside of the catalog you mentioned there, 
what else would you eliminate? 

Mr. Coox. I think we can do away with the spread sheets, the list 
of successful bidders, and the notice of bids forms. There are some 
we can do away with right there. And the purchasing agency’s letter 
of transmittal. I think we can get rid of that too. 

Now, so far as the SA forms are concerned, which is the original 
purchase and the tag list of the cotton sold, I believe we would have 
to keep those, but that would reduce it considerably to something like 
this. 

Senator Ettenper. If you reduced all of that paperwork how would 
the Commodity Credit Corporation handle the matter in case the 
farmer refused to exercise the option ? 

Mr. Coox. If the farmer refused to exercise the option, then of 
course the custodian bank in the country who is holding these ware- 
house receipts and title to it, goes—the physical holding of them for 
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the account of the Commodity Credit Corporation—at the end of that 
120 days if those options had not been exercised then he would have 
to forward those to New Orelans for immediate cataloging in New 
Orleans and reoffer. 

Senator ELLENDER. Who would have to do that? 

Mr. Coox. The custodian bank. You see, all of the warehouse re- 
ceipts are now presently held in the country by the custodian banks, 
and if these options were not exercised in the time limit set down, 
then they would have to be sent down to New Orleans and cataloged 
as they are now. 

Senator Ex.enper. All of the paperwork you say should be elimi- 
nated, could be done away with, even though the farmer did not exer- 
cise his option to repurchase ? 

Mr. Cook. Yes, sir. I think we would have to have a transmittal 
form to send that cotton to New Orleans and document it properly, 
but we have that form now. 

Senator Ex..tenper. Is it among the papers you are referring to? 

Mr. Cook. Yes, it is in there. 

Senator Exxenper. All right. 

Mr. Cook. Certainly, on top of this, there must be a considerable 
amount of paperwork checking and auditing, and other clerical oper- 
ations which are required in the New Orleans office of the Commodity 
Stabilization Service. Prior to leaving Memphis, I asked our people 
to estimate, based on our experience, the amount of additional paper- 
work which this current program required. Based on their estimate, 
I believe, it is conservative to say that a minimum of 30 to 40 million 
extra pieces of paper per year are required under the present program. 


The cumbersome and complicated procedures required under this 
program and as outlined immediately above, are expensive, but they 
are made even more so by the delay in moving the cotton into channels 
of consumption. We estimate that it takes a minimum of 2 weeks 
from the time cotton is ginned to get it to the sales agent. The sales 
agent catalogs cotton once a week, under the regulations and it is put 
up for sale on a weekly basis. On successful bids, sales agents gener- 

] 


ally take about 10 days to 2 weeks before cotton is invoiced, and then 
it takes at least 3 weeks to get cotton out of the warehouse and on its 
way to the mill, at home or abroad. After all, the Government is 
paying the storage charges to a certain extent, and the Government 
is paying the interest charges, so there is really no compelling reason 
to hurry. If they have other things to do and they are overriding 
them, they tend to do that somewhat later than they might, and only 
the pressure from the buyer and friendship makes them do it quicker 
than they do. I mean, that’s just a normal human economic moti- 
vation, 

I’m not criticizing them for it, because frankly we get snowed under 
in our office and we are guilty of it ourselves, but if it were our money 
and we were paying interest on it and we were paying the stor 
charges then the normal expectation would be that we would do it 
somewhat faster than we would under the present set of circum- 
stances. In other words, I am saying in essence everyone is a human 
being. 

These delays are caused by the redtape and the complexity in- 
volved in the present program and have served to create an artificial 
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scarcity by restricting the availability of supplies and thus the pro- 
gram which is designed to cheapen cotton and make it more com- 
petitive has, through its own operation, been self-defeating, at least to 
some degree. In view of this self-defeating feature, it has become 

ants, impossible to merchandise cotton on a reasonable basis. 

his is so primarily because of the price uncertainty created by the 
artificial scarcity. By way of illustration, the Government has been 
able to sell—approximately, based on the latest figures I received this 
1 than one-half of the cotton which has been purchased 
under the A program; second, because of the difficulty involved in 
assembling reasonably sized lots of cotton; and third, because cot- 
ton is not continually available in the same sense that cotton was 
continually available under previous marketing systems employed 
up until this current season. 

Lastly, in our opinion, the current program, in certain cases, denies 

to the farmer income which is rightfully his. We find this to be 
quite unfortunate, particularly insofar as the farmer is concerned, but 
also insofar as we shippers are concerned too. It is, perhaps, an un- 
fortunate fact that we shippers do not have synthetics to fall back 
upon. We cannot blend our shipments, mixing some cotton and some 
synthetic fibers. We are tied to the cotton farmer and his economic 
well-being must, therefore, necessarily be our concern. In view of 
the fact that, according to an article appearing in the New York 
Times of November 1— 
Government figures showed today that farm income had dipped $1 billion more 
than expected in the third quarter of this year * * * the estimated drop of 
more than 17 percent of the annual rate in net farm income since the second 
quarter put the income figure at the lowest quarter point since 1943. It threat- 
ens to cut the total 1959 income to its lowest postwar level. 

The farmer, to explain, is denied income which is rightfully his 
because the differentials for the various grades and staples are estab- 
lished prior to the movement of the crop. They appear in the Fed- 
eral Register, section 427.1070. On the other hand, under the old loan 
program, any error in the differences was corrected when the farmer 
sold his equity. The price at which he sold his equity corrected the 
error in the differences, if any. The present situation is quite the 
opposite as this difference—an error in the difference, I should say— 
accrues to the Commodity Credit Corporation rather than to the 
farmer to whom, in our opinion, it belongs. 

As a solution to the problem we are now facing, we suggest and 
recommend that effective August 1, 1960, the A producer be given 
a transferable option, good for 120 days, to purchase his cotton 
from the CCC at 110 percent of the B support price. Also require 
that the purchaser of the option exercise it within 30 days following 
its purchase from the PRocncnt, after which it automatically expires. 

We have examined this plan in great detail and have spent many 
hours discussing it and thinking it through. The first and primary 
effect of this change would be to return to the farmer that additional 
income which is his and which, under the present system, is being 
denied to him. If the option plan we suggest had been in effect dur- 
ing the current 1959-60 season, overprices resulting from the sale of 
some 3,394,000 bales of cotton weil have meant an increase in in- 
come to the farmers of at least several million dollars. Furthermore, 


i id, i i ee ee, en ee @ioodor 


~~ 


1960 COTTON PROGRAM 37 


a Government pricelist is a rather impersonal thing. It does not 
necessarily tend to induce the production of quality cotton. On the 
other hand, if the overprice or premium were to accrue to the indi- 
vidual farmer, then that farmer who produced the superior quality 
would be paid for it. The incentive thus created under our option 
plan to produce good qualities would be to the general benefit of the 
entire industry. 

The second and very important point to the trade is that it would 
truly put cotton in a position to be continuously under offer, which 
at present is not the case. To illustrate, at the present time there are 
some 1,200 cotton sales agents and I am sure some of them are not all 
active. By giving the farmer the option to repurchase his cotton at 
110 percent of the B loan, we immediately increase the number of sales 
agents from 1,200 to 800,000 people. 

We believe that under our option program it will be possible for 
the trade to buy and move cotton quickly, and to eliminate a consid- 
erable portion of the paperwork presently required under the program 
as it now operates. 

We have heard that there are those in the Department of Agricul- 
ture who consider this proposed option plan illegal and not in con- 
formity with the law. We have had this matter examined and con- 
sidered by our counsel, Mr. John C. White, and I should like to place 
in the record his legal opinion, a copy of which is attached hereto as 
exhibit A. Mr. White is present in this committee room and is avail- 
able to testify and/or answer questions which might come to the 
minds of anyone present here today. 

Senator ELLENpER. Without objection, the opinion will be printed 
in the record at this point. 

(The opinion referred to is as follows :) 


ExHIBIT A 


FULBRIGHT, CROONER, FREEDMAN, BATES & WHITE, 
ATTORNEYS AT LAW, 
Washington, D.C., December 9, 1959. 
To the Boarp or DIREcTORS, 
American Cotton Shippers Association, 
Memphis, Tenn. 

GENTLEMEN: You have concluded that the present system of selling A cotton 
purchased by the Commodity Credit Corporation has not only proven costly, slow, 
and ineffective, but is doing serious damage to the merchandising system and to 
the futures exchanges. It has been proposed that by administrative action the 
Secretary substitute for the present A cotton sales system a program which will 
give the producer a transferable option to repurchase the cotton from CCC 
at 110 percent of the B support price or authority to sell the cotton at such price 
as the agent of CCC and to retain any excess as his remuneration. 

Sale of this cotton through producers, it is thought, would be more effective 
and would lessen the damage being done. You state that the procedure might be 
as follows: 

(1) The producer would take his warehouse receipts and cotton classification 
memorandums to a CCC purchasing agent, just as at present. He would execute 
the cotton producers sales agreement, deliver the receipts, and be paid the A 
purchase price. 

(2) Upon his request the producer would then be given a transferable option 
to repurchase (after 3 days) the cotton at 110 percent of the B cotton sales 
price. The terms of the options would be limited to such period as the CCC 
might determine necessary to insure the constant availability of the cotton. 
For instance, a renewal stamp might be required every 30 days. The ware- 
house receipts would be held preferably by COC’s local custodian bank during 
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the option period. After expiration of the option the cotton would be cataloged 
for sale through New Orleans. 

(3) Buyers and buyers’ agents would be in constant contact with the pro- 
ducers, as was the case with loan equities. If the cotton was wanted, the buyer 
would pay the producer for the transfer of his option, which the buyer would then 
be required to exercise promptly by paying the CCC 110 percent of the B cot- 
ton support price. 

(4) Upon receipt of the transferable option properly executed and upon 
payment of the sales price, the CCC custodian would be authorized to deliver 
the warehouse receipts to the buyer. 

You ask our opinion wherther such a sales system could be adopted under 
the authority of existing statutes. Authority for the program is contained 
in subsections 102 (b) and (c) of the Agricultural Act of 1949, as amended by 
section 101 of the Agricultural Act of 1958 (7 U.S.C.A. 1448). These subsec- 
tions read as follows: 

“(b) for each of the 1959 and 1960 crops of upland cotton, price support shall 
be made available to producers who elect choice (A) through a purchase pro- 
gram. Price support shall be made available to producers who elect choice (B) 
through loans, purchases, or other operations. 

“(¢c) the Commodity Credit Corporation is directed, during the period be- 
ginning August 1, 1959, and ending July 31, 1961, to offer any upland cotton 
owned by it for sale for unrestricted use at not less than 10 per centum above the 
current level of price support prescribed in choice (B).” 

In its report to the Senate, the Committee on Agriculture explained these pro- 
visions as follows: 

“Price support would be made available to producers electing choice (A) only 
through purchase, and cotton so acquired (as well as other cotton owned by the 
Commodity Crdit Corporation) would be immediately available for sale during 
the period August 1, 1959, to July 31, 1961, at not less than 110 percent of the 
choice (B) support price. The market price would thus tend to approach the 
choice (B) price, and producers electing choice (B) would not receive the bene- 
fit of the choice (A) support level in the market place, as they might if the mini- 
mum resale price were based on the higher support level.” 

From these provisions it appears that two basic requirements are specified : 

(1) The cotton must be purchased by Commodity Credit Corporation at the 
A support price, and 

(2) The cotton purchased must be offered for sale at not less than 10 percent 
above the B price support. 

It is our opinion that the suggested program meets both of these requirements. 

The cotton will be purchased by the Commodity Credit Corporation exactly 
as itisat present. It must have been stored in an approved warehouse, weighed, 
sampled, and classed prior to its purchase. The CCC’s purchasing agent will 
receive the warehouse receipts, pay the properly calculated purchase price, and 
acquire ownership of the cotton on behalf of CCC. There will have been, as there 
now is, “acquisition of title to, or property in, anything for a price” which is 
the accepted definition of “purchase” (Kraft Foods Company v. Commodity 
Credit Corporation, 266 F. (2d) 255). No court will ignore such payment and the 
possession of the warehouse receipts by the Commodity Credit Corporation. 

Having acquired title to and ownership of the cotton, the Commodity Credit 
Corporation is then authorized, if not required, to make it immediately available 
for sale. At present this is done through local sales agents and the New Orleans 
catalog. 

Since you advise me that the utilization of the producer, through issuance of a 
transferable option or agency right to him, will, in the view of the interested 
buyers, constitute a more effective method of making the cotton available for 
sale, the second legal requirement is also met. 

An option to repurchase conveys no interest in the cotton, but is a continuing 
offer to sell. Only by its exercise, payment of the sales price and delivery of the 

varehouse receipts, is any property interest acquired by the purchaser. 

The congressional purpose, moreover, is met by the constant availability of the 
cotton to those desiring it and through normal producer selling channels. By 
proper control of the period and terms of the option or agency, the Commodity 
Credit Corporation can make assurance doubly sure. 
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It is, therefore, our opinion that the suggested program satisfies the require- 
ments of the statute, and that the Commodity Credit Corporation and Secretary 
can by administrative action make it effective without awaiting further legis- 
lation. 


Yours very truly, 
JOHN C. WHITE, Counsel. 

Mr. Coox. Briefly speaking, Mr. White’s opinion, which has had 
the consideration of our board of directors, states that the method we 
have proposed meets every test of the present law and can be accom- 
plished administratively. Authority to adopt our proposed option 
method is contained in subsections 102 (b) and (c) of the Agriculture 
Act of 1949, as amended by section 101 of the Agriculture Act of 
1958, which requires that the cotton be purchased by the Commodity 
Credit Corporation and offered for resale. 

A question has also been raised as to whether, under our option 
plan, the Government does, in fact, acquire title to the cotton. This 
is important in view of the so-called Cheese case. In view of the fact 
that under our cotton plan, cotton must be stored in an approved ware- 
house, weighed, sampled, and classed prior to its purchase, and in 
view of the fact that the CCC purchasing agent will receive the ne- 
gotiable warehouse receipts, pay the producer the proper price, and 
acquire ownership of the cotton on behalf of the Commodity Credit 
Corporation, a purchase will have been made by the Government, and 
there can be no question that the Government has acquired title to and 
ownership of the cotton. 

Once having acquired title to and ownership of the cotton, we be- 
lieve that the Commodity Credit Corporation is required to make this 
cotton immediately available for sale. As a layman, I am not com- 
pletely familiar with the legal meaning of the word “immediate,” 
but, insofar as the practical application is concerned, cotton, under 
our proposed option plan, will be more immediately available to the 
trade than it presently is. We feel that it is the intention of the Con- 
gress and of the law to make cotton immediately available and move 
it as quickly as demand requires. 

To sum up briefly, we are opposed to continuing even for another 
year under the present method of handling A cotton. We find the 
present system complicated, cumbersome, and slow. The movement of 
the crop is unnecessarily restricted and the farmer is denied income 
which is rightfully his. 

As an alternative we have proposed an option plan which, in the 
opinion of our counsel, can be legally placed into operation by ad- 
ministrative decision. Under the option plan much of the paperwork 
would be eliminated. The movement of the crop would be accelerated 
and cotton would be more immediately available than under the 
present system. Cotton would be continuously offered for sale, more 
so under the option plan than under the present program. Lastly, it 
will afford the farmer the maximum possible income under the law, 
which the present system does not do. 

Senator ELLenper. Are there any questions? 

Representative Jenninas. Mr. Cook, as I view your testimony, 
what you are saying, in effect, is that the Government is going to be 
in the business of marketing cotton, and it is almost necessary that 
they maintain this voluminous number of reports # 
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Mr. Coox. Yes, sir; I think that is true. 

Representative JENNINGS. But, if it is left to individual enter- 
prise, it would be up to them to maintain the records they deem 
necessary ¢ 

Mr. Cook. That is correct, sir. 

Representative JeENNinGs. And it would eliminate the cost to the 
Government ? 

Mr. Cook. Yes, sir. 

Representative Boces. I would like to note a paragraph in the arti- 
cle of the Wall Street Journal of today, December 10, and ask the 
witness if he agrees with this statement in this paragraph, and I 
quote it: 

The Government’s new marketing venture is a massive operation. This cotton 
season, which began September 1, Uncle Sam is expected to buy and sell be- 
tween 70 and 80 percent of the Nation’s cotton crop of 14.7 million bales. This 
has led to the creation of a Federal network of local agents to handle cotton 
dealings, the hiring of additional Government office workers to process the paper 
work, and a complicated system of pricing cotton that is baffling—and infuriat- 
ing—a great many prospective cotton buyers. By contrast, the Government in 
most previous years has handled well under half of each crop under its price 
support program. 

Is that a correct statement ? 

Mr. Coox. Yes, sir. And if I may say one other thing. 

Representative Boees. Yes. 

Mr. Cook. I listened a little while ago to Congressman Whitten 
on placing a certain given number of bales on the counter each month. 
Frankly, that was our first thought too, and superficially it sounds 
like an excellent idea. I spent considerable time discussing this mat- 
ter with Mr. McHorn, who is an economist with the National Cotton 
Council, and I am not quoting Mr. McHorn. However, I wish he were 
here to speak for himself, but I think it is fair to say that we finally 
came to the conclusion that it is absolutely impossible to determine the 
supply and demand features accurately enough to predetermine how 
much cotton you are going to offer at any given time. 

We feel as a result of our thoughts along this line that as I say it 
is a very appealing idea, and that was our first thought too. We 
thought it would be better to let the price differential govern this 
matter if anything was to be done at all, because once the price differ- 
ential is allowed then there cannot be a squeeze and it will get out of 
hand. The price is an automatic self-adjusting thing which is much 
more efficient than the human mind can do with the knowledge avail- 
able to it, and he can’t judge what is going to happen 6 or 7 or 8 or 10 
months ahead. 

Representative Bocas. Would it not be a fair presumption that if 
this continues in its present way that it is possible the exchanges and 
the others would go the way of all flesh ? 

Mr. Coox. Well, Congressman Boggs, of course the middleman 
has always been an expendable item in our economy, and I would not 
cry because I chose my own function in life. The only thing I com- 
plain about is the preempting of our functions by governments, or 
the establishment of rules and regulations which ay other people an 
advantage against which it is absolutely impossib 
to compete by using his ingenuity. 


e for the individual 
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We find in our business that practically everything the merchant 
does has been preempted by some phase of Government activity, and 
a this to be, as a relatively young man, a rather discouraging sort 
of thing. 

Representative Boges. I have been told that the Commodity Credit 
Corporation now hires salesmen. Is that correct ? 

. Cook. Yes, sir. They have a sales office in Holland, I believe. 

Representative Bocas. It is really a strange operation for the 
Government, isn’t it? 

Mr, Coox. Yes, sir. 

Representative Bocas. Particularly one which is supposed to be 
dedicated to free enterprise. Every time the politicians make 
speeches they talk about free enterprise. 

Mr. Coox. It is a great shock. 

Representative Boggs. Let me ask you another question: What ac- 
counts for this 30-percent spread that occurred in the last year, where 
the price of cotton is down 10 percent to the farmer and up 20 percent 
to the consumer? What accounts for that? 

Mr. Coox. Congressman, I really don’t know. Frankly, I am not 
qualified to answer that question, but I guess that the demand for 
goods is so good in this country they can put them up and get away 
with it. I don’t know why it is. I am sure that there must be a 
market for it if they-—— 

Representative Se Obviously this conclusion can be reached: 
That the consumer is not benefiting in any way from this program. 

Mr. Coox. No,sir. Apparently not. 

Representative Boges. Nor is the farmer. 

Mr. Cook. No, sir. Because with a slight rearrangement we feel 
it is possible to get the farmer more money than he is getting now, 
and at no extra cost to the Government. 

Representative Boces. Let me reduce this to more simple terms. 
If the farmer is getting 10 percent less, he is not benefiting then, is he? 

Mr. Coox. No, sir. 

Representative Boaes. If the consumer is paying 20 percent more, 
he is not benefiting, is he? 

Mr. Coox. No, sir. 

Representative Bocas. If you and the trade are about to go out of 
business, you are not benefiting, are you ? 

Mr. Coox. No, sir. 

Representative Bocas. If the cotton exchanges are about to close 
up, they are not benefiting, are they ? 

Mr. Coox. No, sir. 

Representative Bocas. If the Government program is costing more, 
the taxpayers are not benefiting, are they ? 

Mr. Site No, sir. 

Representative Boces. That is all. 

Senator E..enper. In that connection, I forgot to ask you this: 
Under the plan suggested is there any doubt in your mind that cotton 
would sell for a greater price? 

Mr. Coox. Under the option price we suggest will cotton sell for 
any more? 

nator Extenper. Yes. Any more than now? 
Mr. Coox. No,sir. I don’t think it will. 
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Senator ELtenpver. You don’t think it will ? 

Mr. Coox. No, sir. I am just restricting my comments now purely 
to the option plan. I don’t think that cotton will sell for any more 
under our option plan than it sells for now. No, sir. 

Senator Evtenper. It is your judgment that although the cotton 
will not sell for any more, the farmer will benefit ? 

Mr. Coox. Yes, sir, because the premum accruing due to an error 
and establishing differentials will accrue to him rather than to the 
Government. 

Senator ELLenper. In order to benefit, wouldn’t the cotton have to 
sell for a little higher? 

Mr. Coox. No, sir. That difference accrues to the Government at 
the moment. In other words, if you take a bale of cotton and let’s 
say a Middling bale is worth 32 cents and a Strict Low Middling inch 
bale as determined under the averages is worth 28 cents, and that is 
the minimum price at which the Government is allowed to resell the 
cotton. Let’s assume there is a shortage of Strict Low Middling inch 
and the merchants go in and instead of paying 28 cents, they are forced 
to pay 30 cents. Then that difference between 28 and 30 cents at the 
present time accrues to the Commodity Credit Corporation. Hereto- 
fore under the loan program, if a farmer had a Strict Low Middling 
inch he had a loan on his Strict Low Middling inch bale and he sold 
his equity, and we paid him $10 a bale, then he got the $10 and not 
the Commodity Credit Corporation. To that extent the old loan 
equity program, the old loan program, had a feature in it which tended 
to correct automatically any error in the differences which occur, be- 
cause as I say, nobody can set up differences a year ahead of time on 
a crop which is subject to the wind and the weather, so those errors 
and mistakes are made. 

Senator Exitenper. To what extent, if any, would the cost to the 
Government be increased in the event that the farmers did not exer- 
cise that option you would propose to give them ? 

Mr. Coox. If the farmers did not exercise their option in what way 
would the cost to the Government be increased over what the present 
cost is? 

Senator ELLENDER. Yes. 

Mr. Cook. In my opinion, none. 

Senator ELtenper. None. Very well. 

Do you have any further questions ? 

Representative Gatuines. May I ask, Mr. Cook, whether or not the 
various segments of the cotton industry are pretty well together on the 
recommendations that have been brought here this morning, that is 
to say, whether or not the producer groups are in accord with your 
views ? 

Mr. Cook. Mr. Gathings, I would be reluctant to speak for anyone 
but myself and our group. 

Representative Gatruines. Have you attended any meetings at 
which 

Mr. Coox. Yes, sir. The producer groups are here, and unfortu- 
nately some of the producer groups came uninstructed and were not 
in a position to vote. But I would say that there is a substantial 
agreement on these proposals. Now, in the broad sense. I don’t say 
that there are not minor differences, and in some cases on the part of 
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one or two groups a considerable difference, but on the whole I would 
say that there was more agreement at the meetings we have been hold- 
ing here in Washington than any I have attended since I have been 
in the cotton business. 

Representative Gatuines. There have been previous meetings, 
though, prior to your arrival in Washington ? 

Mr. Coox. Yes, sir. 

Mr. Gatuines. That is all. 

Senator ELLenper. Off the record. 

(Discussion off the record.) 

Senator ExLenper. On the record. 

Mr. Garuines. Mr. Chairman, I ask unanimous consent to have in- 
corporated in the record a letter from Harlow Sanders of Harlow 
Sanders & Co. of Pine Bluff, Ark., which is directed to me, asking 
that I get unanimous consent to incorporate them in the record. 

I have an article entitled “The Cotton Situation—With Special Ref- 
erence to the 1960 Producer,” by C. C. Smith of Memphis, Tenn. 

Mr. Chairman, I ask unanimous consent to incorporate in the record 
a letter directed to me from Representative Frank E. Smith of Green- 
wood, Miss., with attachments. 

Also, Mr. Chairman, I ask unanimous consent to incorporate in 
the record a telegram to me from the Tennessee Ginners Association, 
signed by Waring Hazlehurst, president. 

Also two telegrams directed to the Honorable Omar Burleson, Mem- 
ber of Congress, one from Roby, Tex., signed by Max D. Carriker, 
and one to the Honorable Omar Burleson from Snyder, Tex., signed 
by Max Von Roeder, chairman of the agricultural committee, Seurry 
County Chamber of Commerce, Snyder, Tex. 

Senator ELLENDER. Without objection, it isso ordered. 

(The documents referred to are as follows :) 


HArtLow SANDERS & Co., 
Pine Bluff, Ark., December 8, 1959. 
Hon. E. C. GATHINGS, 
Member of Congress, 
Washington, D.C. 


Dear Mr. GATHINGS: With reference to the matter of the handling of the 1960 
cotton crop, would like to offer a suggestion which I believe will do the desired 
things, and eliminate the big objections contained in some of the plans offered. 

1. Allow the A cotton farmer to sell his cotton on the open market for the 
best price obtainable. 

2. The Government to pay him the difference between the sale price and 
the A price, not to exceed the difference between minimum resale and the A price. 

Here are some advantages of this plan: 

1. The Government would not lose warehouse charges, since the buyers would 
take the cotton over immediately. 

2. The Government would not lose the whole difference between the mini- 
mum resale price and the A price, as it would in other sugested plans. Bid- 
ding by buyers in the open market price would run the sale price up, thereby 
reducing loss to the Government, or eliminating it altogether. 

Something would have to be worked out for situations where the sale price 
of the cotton on the open market was below the minimum resale. This should 
not be too difficult. 

Wish you would offer this plan for me, Mr. Gathings. It would do everything 
the 1959 plan did, and do it better. 

Sincerely, 


HaArRLow SANDERS. 
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“THE Cotton SITUATION—WITH SPECIAL REFERENCE TO THE 1960 PRODUCER” 


(By C. C. Smith, Vice President, National Bank of Commerce in Memphis, 
Memphis, Tenn., Before Arkansas Farm Bureau Federation, Little Rock, Ark., 
Nov. 23, 1959) 


I genuinely appreciate your asking me to meet with you and exchange some 
ideas on the cotton situation and to discuss the prospects for the 1960 crop 
from the standpoint of the producer. Most of you produce cotton, and cotton 
produces more wealth per acre than any other crop in the area. You want to 
grow cotton on a profitable basis. As you well know, the cotton acreage of the 
South has declined from 44,608,000 acres harvested in 1926 to 11,849,000 acres 
harvested in 1958. Your acreage has been correspondingly reduced, but yields 
per acre have increased. 

We began a series of support prices in 1933, and these support prices were 
increased from time to time until they reached 92% percent of parity during the 
Second World War. Frankly, we priced ourselves out of many markets, and 
we greatly encouraged the production of cotton in foreign countries. Cotton 
is now grown in more than 50 countries. 

As acreage was reduced, there was increasing pressure on the Members of 
the Congress to apportion acreage allotments on the basis of votes, rather than 
on a basis of efficient production. In fairness, your organization was one of 
the first to recognize this situation and to work toward a reasonable solution of 
the problem. While I am on the political problem, let me mention this one. 
The Congress will be reapportioned after the 1960 census, and agriculture will 
lose many votes in the House of Representatives. Arkansas, Mississippi, and 
many agricultural States will lose representation in the House, and an increasing 
number of Congressmen will be representing urban or city votes. Many of 
these city people have been led to believe that all loans, or other supports, were 
gifts to farmers, and many of these people have been prejudiced toward agri- 
cultural programs. They have been told that they pay taxes for support prices 
which increases the cost of their food and fiber, and they do not understand 
that many of the CCC loans are repaid with interest. I believe, therefore, that 
you may be fortunate that the last Congress passed a law whereby the minimum 
support price for cotton was gradually lowered to 65 percent of parity for the 
average quality of the crop in 1962 and later years. 

If you are to grow cotton, this cotton must be consumed in domestic mills or 
exported for consumption in foreign mills. Let us examine first the prospects 
for domestic consumption this season. Each spring I visit the mills who spin 
about three-fourths of the cotton in the United States. I told all these mills 
last April that cotton from the 1959 crop would be about 3 cents per pound than 
from the 1958 crop, and that the price of synthetic fibers would be higher than 
in 1958. I asked each mill what would be their attitude toward the use of cotton, 
and the use of synthetics—and the blending of the two fibers. I am happy to 
tell you that I found more enthusiasm for cotton than on any trip for the 
previous 8 years. Mills who were mixing small amounts of synthetics with 
cotton told me they were going back to all cotton. Mills who had developed a 
satisfactory advertised blend of the fibers told me they would continue to make 
this blend so long as the public bought it. One large mill organization told me 
the lowering of the price of cotton in 1959 would mean an increase in cotton 
consumption in their mills of many thousands of bales. Mills reduced their 
stocks of the higher priced cotton to a minimum on August 1, 1959, and demand 
has been good for this season. 

I have recently asked the mills who spin about half the cotton of this country 
how their mills were running on cotton, and what they thought of the cotton 
textile business up to August 1, 1960. Mills have sold a large part of their 
production through March 1960 and some sales beyond that date. It was the 
uniform opinion that the cotton textile business would be good this season. 
There were a few reservations for the April—July period. The general opinion 
was that we would certainly consume 9 million bales this cotton year in the 
United States, and might even reach 9,250,000 bales, if business is not affected 
too adversely by the steel, railroad, or other strikes. 
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I also asked the mills whether they had learned to use lower grade cotton with 
the wide discounts, and whether they would continue to use these lower qualities. 
The combed yarn mills, certain premium print cloth mills, and other premium 
quality goods mills continue to use the higher grades. Many of the other mills 
who make goods for the bleached or dyed goods have gone to lower grades. The 
mills using lower grades want bright background cotton which has not been 
overheated or overmachined. They said they did not want “synthetic Middling” 
cotton. This use of lower grades has great significance for the areas who harvest 
cotton with machines. 

Mills can spin the better grade cotton faster than the lower grades. It takes 
time to card and clean the lower grades. When the textile business is good, 
and mill margins are satisfactory, there is a tendency to shift to a higher grade. 
The mill must consider the time it takes to process the cotton, as well as the 
waste factor in the lower grades. The discounts during the last cotton year 
were very wide, and this encouraged the use of the lower grade. When a mill has 
once established a fabric, they are reluctant to change it, unless they have an 
economic basis to do so and are convinced that they can obtain ample supplies 
of cotton in the future for their new fabric. The textile business is now good, 
and discounts are narrowing rapidly. If this condition continues, some mills 
will begin to look for a higher grade for their spinning requirements. 

Cotton has not received its share of the market for our increased population. 
In my judgment, this was largely due to price. Now that our price is becom- 
ing more competitive, I believe that we can look forward to increased domestic 
consumption of cotton. 

Now what about exports? As I stated earlier, we priced ourselves out of the 
export market, and encouraged increased production of foreign cotton. Our 
exports in recent years have been very erratic. The Congress passed a law to 
make U.S. cotton competitive in the world market. In the 1956-57 season, CCC 
sold cotton for export on a basis of 25 cents per pound for Middling 15/16 inch, 
or 26.18 cents per pound for Middling inch. We exported 7,747,000 bales. In the 
1957-58 season, the minimum price for Middling 15/16 inch was 25.85 cents per 
pound, and for Middling inch—27.31 cents per pound. We exported 5,847,486 
bales. Our price last season was not competitive, and we exported 2,790,000 
bales. Our export price this season is 2% to 3 cents per pound lower than the 
price at which we sold 7,747,000 bales in 1956-57 and 5,847,000 bales in 1957-58. 
We currently have an export subsidy of 8 cents per pound, as you know. When 
you take 8 cents per pound off the price of our lower grade cotton, you have 
very cheap cotton in the export market. We have registered sales for export 
as of November 13 of 3,342,783 bales.. It is my considered judgment that this 
export subsidy will have to be reduced to less than 8 cents per pound before 
this season is over for at least two reasons: (1) If it is not reduced, it would 
indicate very large exports again this year—about the 5% million now estimated 
by the USDA. It seems to me that it is better to have consistent exports of 
above 5 million bales each year, so that the foreign mills will continuously use 
U.S. cotton each year, than to have very large exports for a year or two, and 
then small exports; (2) I don’t believe that the U.S. taxpayer will continue 
to pay $40 per bale taxes for the export of cotton. As our cotton prices become 
lower each year under the present law, however, the cost of the export subsidy 
will be less. For example, if U.S. cotton prices are 2 cents per pound less in 
1960 than in 1959, the export subsidy could be 5% to 6 cents per pound for 1960, 
instead of 8 cents per pound at present and still hold about the same export price. 

The present export price has probably caused a considerable drop in foreign 
cotton production. The following figures give the 1958 and 1958 crops in several 
countries: 
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[Bales of cotton] 






1958 1959 


i te aha cee oR ae : 177, 000 125, 090 
I i iott ckidteoeenb tabi bcenesbeosbebnekctsaneleeh itashedhshawcede 60, 000 45, 000 
RET WERT eee ee ee it eh tn bbl dacdhl due dibblehanc<aldebiade 2, 345, 000 1, 710, 000 
nn cht iedeipecakchbanidiicaybhieskissioptpiiedimumtacenetlntan Semen wedee 218, 000 125, 000 
Ushinoadh ghicddudddntshdnn iain caaddledaamreinanesatiawmatiens otaectbance 286, 000 271, 000 
lb iirtcinstnineptnttainndgitininliitbnsitieiniamamncte suninnitienn rene ensiaden tants 443, 000 400, 000 


The other principal exporting countries of the world have crops about the same 
to slightly larger than 1958. 

Stocks in importing countries at the beginning of this season were less than 
a year ago. For example, they were 120,000 bales of cotton lower in France, 
180,000 bales lower in West Germany, and 237,000 lower in the United Kingdom, 
Cotton-textile business in importing countries is increasing. The cotton price is 
more competitive with synthetics abroad. All of this, it seems to me, means 
good exports from this crop of at least 5,500,000 bales. 










PROSPECTIVE SUPPORT PRICE FOR THE 1960 CROP 


As farmers, you want to begin to make plans for your 1960 cotton crops as 
soon as possible. The following calculation may not be exact, since it is based 
upon estimates, but it should be close enough to help you begin to make plans 
for your 1960 crop. The Secretary of Agriculture is required to announce the 
minimum support price by January 31, 1960. This announced minimum will be 
based upon Middling seven-eighth inch. He will doubtlessly use the January 
1960 parity, which we have estimated to be 38.55 cents per pound. Last year 
the average difference between Middling seven-eighths inch and Middling inch 
was 370 points, and it is estimated that this will narrow to 350 points for the 
1960 support price. The estimate of 25 points is used for the difference between 
average location and Memphis. The law provides for an A purchase program 
and a B loan program, and a CCC resale price for 1960—the same as in 1959. 














A purchase: Cents 
75 percent of 38.55 cents estimated parity, Middling % inch__________ 28.91 
Estimated difference between Middling % inch and Middling 1 inch. 3.50 
Estimated average location to Memphis____-.---__-_-____-----_---- 25 























Estimated purchase price, Middling 1 inch Memphis for 1960____ 32. 66 
A purchase price, Memphis, Middling inch for 1959__--____-__------ 34. 35 

B loan: 
60 percent of 38.55 cents estimated parity—middling % inch_______ . 23.18 
Estimated difference Middling % inch to Middling 1 ineh__________ 3. 50 
Estimated average location to Memphis__...._...._..-_--__-____.. 25 








Estimated B loan, 1960 Middling inch, Memphis____.__________-__~ 26. 88 

loue 5B idan, seagate inen, Metin s. 28. 65 
CCC resale price is 10 percent above B loan: 

Estimated CCC resale price, 1960, Middling inch, Memphis____--____-_ 29. 57 

CCC resale price, 1959, Middling inch, Memphis____------____-__-_ 31. 52 


The difference “on” and “off’? Middling inch will likely be calculated as in the 
past, using the 9 months’ spot market average, August through April. I have 
used one-half the differences which existed on November 13, and the 3-month 
average (August—October) as an indication of price for 1960. The table below 
will show the 1959 prices at Memphis for 1s: and 175 inches and estimated 
prices for 1960. Please do not take the 1960 prices as exact, but they should be 
helpful to you in your planning. 
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1959: 1442 | 1960 esti- 1959: 1K%6 1960 esti- 
inches |mated: 1442} inches mated: 146 
inches inches 

Strict Middling: 

Pe .: ceca ti ca ids =unrenimmmaneseeanie 35. 90 34. 11 36. 80 34. 97 

CFG PIE et Sandénvisnccatacedéawdseudbbuccdantss 33. 22 31. 16 34. 21 32. 09 

B loan. -- snpibbeds 7ebuda hh ce desde 30. 20 28. 33 31. 10 29.17 
Middling plus: 

ME pitta ts akties acho derahe cineca 35. 55 33. 74 36. 40 34. 56 

CEP PUNE Soca hwdakddvndestevetedcbesketaasbesuah 32. 84 30. 76 33. 77 31. 66 

Nh sk scscnencs id idinc SPiwakebbitnaditeumaten 29. 85 27. 96 30. 70 28. 78 
Middling: 

A: purchase..........- vice écvennecquuhusmanien 35. 15 | 33. 43 35. 95 34. 24 

CI PRUNES wcvdncivicsseancates 6 HeSenbs cgeliat 32. 40 30. 42 33. 28 31.31 

Be RO iss hcg ods bcemncewesbtn photsandeadl Boaded 29. 45 27. 65 30. 25 28. 46 
Strict Low Middling plus: 

A purchase........-- Pagirnsdliciits aaa 2. 33. 45 31. 95 34.15 32. 69 

CCG resale. -.22....-. gud pmashenenGaiseabeld aides 30. 53 28.79 | 31. 30 29. 60 

B loan_..- al sheltitind ie & the pridwine i akignk Sprdatead bla t aie 27.75 26. 17 28. 45 26. 91 
Strict Low Middling: 

A purchase. wba dnchinchooad megenaeeheol 31. 80 30. 64 32. 35 31. 30 

OOS roms .......... snadvdcdeavteccaeeenn elt 28. 71 27. 35 | 29, 32 28. 07 

i cunddeavenes ee | 26. 10 24. 86 26. 65 25. 52 
Low Middling plus: 

Je asco wat npn etbenctstetcenwssccubneses 29. 75 28. 92 30. 25 29. 36 

CCC resale. - _- ‘ ca oxdaed veut akaeen Le 26. 46 | 25. 45 | 27.01 | 25. 94 

B loan_-_- SSenad alten <5 24. 05 23.14 24. 55 | 23. 58 
Low Middling: | | | 

A ae ities wat betas s 27.70 7.49 28. 15 27. 89 

R70) PEO: UL waveraudeddes += -=---2-------------] 24. 20 23. 88 24.70 | 24. 32 

B loan ughineneesny inte aih 22. 00 21. 71 22. 45 | 22. 11 
Strict Good Ordinary plus: | | | | 

A purchase._. hentai rete é me 26.10 | 25. 59 | 26. 40 25. 93 

CCC resale - _-- basdpdbudoctineas weathne claak | 22. 44 | 21. 79 22.77 | 22.17 

B loan_. . st+temen on Simetud oeeinnl 20. 40 19. 81 | 20. 70 20.15 
Strict Good Ordinary: 

ee EE ee eanuied hehbatawcmbee 24. 50 | 24. 19 24. 70 24. 53 

SIETET BONNER L vc adgiem octbiends oe nenceeiteiedaimemnal 20. 68 20. 25 20. 90 20. 63 

POI ain cin cs ship shige psig ie cinelioncninscaahimitiadieianen tool ; 18. 80 | 18. 41 19. 00 18. 75 














Let me repeat that the figures I have given for support prices for 1960 are 
not exact, but are estimates. They are close enough, however, to be of some 
assistance to you in making your plans for the 1960 crop. These estimates 
indicate that the support prices for the better grades will be about 2 cents 
per pound below last year. The support prices for the lower grades will be 
about one-half cent to 1 cent per pound below Bast year due to the narrowing 
of the discounts on the lower grades. 

The last Congress passed a law limiting support prices to $50,000 on the 
1960 crop. Your organization and many other producer organizations opposed 
the passage of this limitation provision. While I am opposed to the principle 
of limitations on any business because of size and efficiency, this law had over- 
whelming support in the Congress. I mentioned earlier the adverse publicity of 
the farm program in the cities, and the results of this publicity showed up 
in this law. This provision was an amendment to an appropriation bill, and 
therefore could only apply to the one year, 1960, covered by the appropriation 
bill. The same forces who passed this law will undoubtedy appear in the 
future, and possiby in more drastic form. The law is short so I shall read the 
text to you. “Provided further, (1) That no part of this authorization shall be 
used to formulate or carry out a price support program for 1960 under which 
a total amount of price support in excess of $50,000 would be extended through 
loans, purchases, or purchase agreements made or made available by Commodity 
Credit Corporation to any person on the 1960 production of any agricultural 
commodity declared by the Secretary to be in surplus supply, unless (a) such 
person shall reduce his production of such commodity from that which such 
person produced the preceding year, in such percentage, not to exceed 20 per- 
centum, as the Secretary may determine to be essential to bring production in 
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line within a reasonable period of time with that necessary to provide an 
adequate supply to meet domestic and foreign demands, plus adequate reserves, 
or (b) such person shall agree to repay all amounts advanced in excess of $50,000: 
for any agricultural commodity within twelve months from the date of the 
advance of such funds or at such later date as the Secretary may determine, 
(2) that the term ‘person’ shall mean an individual, partnership, firm, joint- 
stock company, corporation, association, trust, estate, or other legal entity, of a 
State, political subdivision of a State or any agency thereof, (3) that in the case 
of any loan to, or purchase from, a cooperative marketing organization, or with 
regard to price support on an agricultural commodity extended by purchases 
of a product of such commodity from, or by loans on such product to, persons 
other than the producers of such commodity, such limitation shall not apply to 
the amount of price support received by the cooperative marketing organization, 
or other persons, but the amount of price support made available to any person 
through such cooperative marketing organization or other persons shall be 
included in determining the amount of price support received by such person for 
purposes of such limitation, and (4) that the Secretary of Agriculture shall issue 
regulations prescribing such rules as he determines necessary to carry out this 
provision.” 

The solicitor of the Department of Agriculture rendered a 33-page opinion 
on August 13, 1959, giving his interpretation for the guidance of the Secretary in 
drawing the regulations provided in this law. The following is a summary of 
this opinion: 

“By way of summarizing, it is my opinion that— 

(1) The $50,000 limitation does not apply to the dairy price support 
program. 

(2) Whether the $50,000 limitation applies to the cottonseed price sup- 
port program depends upon the manner in which price support is extended. 

“(3) The determination of surplus supply is a matter vested wholly in 
the sound judgment of the Secretary. The Secretary may properly declare 
a commodity to be in surplus supply if he determines that the estimated 
available supply thereof (including carryover in both private stocks and 
Commodity Credit Corporation inventory, imports and domestic production) 
is in excess of domestic consumption, exports for dollars and a desirable 
carryover. 

“(4) Whether the reduction of production should be in acreage or other 
production units is entirely within the discretion of the Secretary. 

“(5) Announcements with respect to required reduction of production 
should be made, so far as practicable, early enough to afford producers a 
reasonable opportunity to plan their 1960 farming operations in the light 
of the required reduction. 

“(6) A producer seeking to qualify under clause (1) (a) may be required 
not only to reduce the total quantity of a commodity produced by him in 
1960 below his total production of the commodity in 1959 by the required 
percentage but also to show that the means he used to reduce his production 
did not result in an offsetting production by others. This the producer could 
do by showing that the acreage represented by his reduction actually re- 
mained out of the production of such commodity in 1960. 

“(7) Producers of choice A cotton will be entitled to obtain advances in 
excess of $50,000 by agreeing to repay the amounts advanced in excess of 
$50,000. 

(8) A cotton producer who planted his choice B allotment in 1959 and 
who elects to plant his choice allotment in 1960 and by this means effects a 
reduction in his 1960 production in the required amount will be eligible for 
nonrecourse price support on his entire production in 1960. 

“(9) Collateral, in addition to the commodity with respect to which an 
advance is made, may not be required in connection with advances in excess 
of $50,000. 

(10) If a loan is made to a corporation having insufficient assets, includ- 
ing the pledged collateral, to satisfy its obligation to repay the amount ad- 
vanced in excess of $50,000, the Secretary may require one or more of the 
principal stockholders of the corporation who personally benefit from the 
advance to cosign the note or otherwise guarantee the obligation. 

“(11) A producer must be given at least a full year from the date of the 
advances in which to make a repayment of amounts advanced in excess of 
$50,000, but this would not preclude Commodity Credit Corporation from. 
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taking necessary and appropriate action in instances in which the collateral 
is imperiled from any cause during the loan period. 

(12) The phrase “1960 production” as used in the $50,000 limitation ap- 
plies to what is commonly considered as the 1960 crop of an agricultural 
‘commodity on a national basis and was intended to identify all of the pro- 
duction of an agricultural commodity which, following for 1960 the practice 
long established under price support program for prior years, would be 
‘eligible for price support under the price support program for 1960 for such 
commodity.” 

The Department of Agriculture is now in the process of drawing regulations 
‘under this $50,000 provision to cover all surplus crops. It would be my guess 
that you will do well to have the regulations by January 1960. I can tell you 
some of the thinking in connection with these regulations. It is believed that 
only some 3,500 cotton farms in the United States will be affected. Each farmer 
who will be affected will likely be required to submit his cropping system for his 
farm in 1959, including the acreage of day crop cotton, tenant and sharecropper 
cotton, and the share of the landlord and each tenant’s acreage. He will furnish 
similar information for the 1960 crop. It will be the responsibility of the oper- 
ator of the farm to show prior to the time he gets any price support for the 1960 
‘crop that he has not used any device to defeat the purposes of the limitation pro- 
vision of the law. The law. as you noticed in its text, applies to a $50,000 limita- 
tion on any person. A landlord and a tenant are different persons. 

It seems obvious that farms operated as partnerships or estates in 1959 can be 
‘divided on a bona fide legal basis so that the partners or heirs can operate sepa- 
rately in 1960. 

The Department of Agriculture has a record of the acres planted, but no record 
of the bales produced on each farm. A producer may avoid the $50,000 limitation 
by reducing his 1960 production 20 percent below the acreage he planted in 1959. 
A producer who is affected by the $50,000 limitation should be careful in buying 
or renting additional land in 1960. 

The producer could not, for example, change from a day crop operation in 1959 
to a tenant operation in 1960, to reduce his portion of the crop, and thereby defeat 
the purpose of the $50,000 limitation. 

Producers who select choice A in 1960 can sell $50,000 worth of cotton to CCC 
and secure a resource loan on the amount above $50,000. The producer who se- 
lects choice B in 1960 can secure a nonrecourse loan on $50,000 worth of cotton, 
and a recourse loan on the amount above $50,000. The decision has not yet been 
made as to whether the A producer must first sell $50,000 worth of cotton to CCC, 
and the B producer secure a $50,000 nonrecourse loan before each of these pro- 
ducers secures a recourse loan on the cotton above $50,000. It would be more 
favorable to the producer if he could secure the recourse loan on his entire crop 
and sell the cotton in the open market down to $50,000, with the A producer sell- 
ing the remainder to CCC under the purchase program, and the B producer hav- 
ing the privilege of placing $50,000 in a nonrecourse loan. The producer will not 
know at the beginning of the season whether the market demand wil be for high- 
grade or low-grade cotton, and a recourse loan on the entire crop would help the 
producer in his marketing problem. Since the B loan rate will undoubtedly be 
below the market price, the B producer will be interested in marketing the maxi- 
mum amount of cotton above the loan. 

The purchase rate for the A cotton up to $50,000 in 1960 will be at the A pur- 
chase rate. The law provides for an advance above the $50,000 on a recourse ba- 
sis. The administrative people feel there should be one loan rate which will apply 
to B cotton and the A cotton above the $50,000 limit. They feel that if a producer 
of A cotton should secure a recourse loan at the A rate, that they would be 
loaning the producer at least $15 per bale more than the sale price of the cotton, 
when carrying charges are considered on a recourse loan. The CCC cannot call 
this recourse loan, if the loan is made at the A rate, and this would inevitably 
lead to many lawsuits and court proceedings. They feel that any loan should be 
made at the Bloanrate. I agree with their thinking. 

The producer who selected choice B in 1959 can avoid the limitation provision 
by returning to choice A in 1960, since he will be reducing more than 20 percent 
below his 1959 planted acreage. 

Producers cannot set up dummy corporations to operate farms since the Sec- 
retary may require the principal stockholders to cosign the note of the corpora- 
tion or otherwise guarantee the repayment of the recourse loan above $50,000. 
You will get the detailed answers to these and many other questions when the 
Secretary issues the regulations under this provision for the 1960 crop. 
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The next big guess to make for the 1960 crop is an estimate of the price at 
which choice B cotton and excess choice A cotton above $50,000 may sell. This 
is a most difficult estimate to make at this time. The following figures may 
throw some light on the subject. The table below gives the planted acres on 
choice B farms by States in 1959. We arrive at the probable production of 
choice B bales by multiplying this choice B planted acreage by States by the 
average yield per acre in 1959 for that State. 


1959 B planted cotton 


| 
500- 

Acres pound ! 
bales 


500- 
| | Acres pound ‘| 
| bales 








| 
| 
Alabama ie pbdeeaaion 48, 000 42,700 || Missouri_ ee ee ae 214, 000 257, 000 
Arizona = 110, 000 223, 000 New Mexico 69, 000 ; 
Arkansas_ ------ . 332, 000 378,000 || North Carolina __ : 39, 000 

California -| 634,000 | 1,413,000 |} CRI. 55 - esas se aise 83, 000 

Id teks Bein ale eheskibaiewe 1, 000 800 || South Carolina__..-......-- 64, 000 

enn ok on 15, 000 12, 000 | Tennessee. ee 87, 000 

Illinois : | 1,000 600 || Texas... .........---- 1, 404, 000 

Kentucky ‘ ‘ 4, 200 3, 500 || Virginia 4 3, 000 

Louisiana. - . 3 | 78,000 73, 000 | ———__—_— — 
Mississippi ee 291, 000 | Total _...----]8, 452,000 | 4,080, 100 


1 Acres multiplied by the October average yield per acre by States. 


The total planted acreage on B farms amounted to 3,452,000 acres, and the 
yield is indicated to be 4,080,100 bales. Nobody knows at this time how many 
of these B acres in 1959 will return to A production in 1960. In general, the 
producer who selected the choice B program in 1959 had good land, equipment, 
and so forth, and I would guess that most of them will remain choice B in 1960. 

The next guess is how many bales will be involved in production on choice A 
farms in 1960 above the $50,000 limitation. I made some calculations from the 
best information available and came up with an estimate of about 1,800,000 
bales. We could have, therefore, somewhere between 5% and 614 million bales 
to move into the market at less than the CCC resale price in 1960. If this 
amount of cotton is near correct, I would think that it will take 5 to 6 months 
to move this cotton into the market. The producer must pay carrying charges 
which will amount to 20 to 25 points per month. If I were a choice B producer, 
or a producer of A cotton above the $50,000 limitation, I would consider selling 
my cotton when I could get one-half cent per pound less than the CCC resale price 
or any bid on the cotton above this figure. I would use this figure in planning 
my 1960 operations but review my selling ideas after examining all the facts in 
August 1960. 

Now, let us examine how the limitation law may affect different size farms: 
$50,009 will buy about 325 bales of choice A cotton in 1960. If the A producer 
grows only $50,000 worth of cotton for his part, he will likely receive $17 to 
$18 more per bale than the B producer for the same amount of cotton. The 
spread between the A and B programs becomes less as the amount of cotton 
produced is increased. It is a simple matter of proportion with about 325 bales 
at the A price and the excess above that amount at the market price. I think 
the following example will illustrate this point where the producer selects the 
A program: 

Per bale above the B market price 


Bales of cotton: Bales of cotton—Continued 
$6. 14 


= 


oo. de 


3. 68 


Again this difference in price may not be exact, but is does serve to illustrate 
the fact that the problem of the producer above $50,000 increases as his pro- 
duction increases. It would seem that he is faced with the problem of either 
reducing his acreage 20 percent below 1959 and remaining A or selecting choice 
& for 1960. You larger producers will be making some interesting calculations 
before you plant your 1960 crop of cotton. 
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We have another law passed at the last Congress which must be examined. 
The. producer who does not plant or release his allotment to the county com- 
mittee for reapportionment in 1960 will have his allotment drastically reduced 
in 1961. I would guess that this will lead to some increased planting in the 
Southeast and hill area and reapportionment to farms which produce less than 
325 bales of cotton. 

Finally, as I have already indicated, I am convinced that the support price 
of cotton will decline to where you will be growing cotton for market and not 
for CCC stocks. I think public opinion is going to demand this. I am not one 
who wants to see support prices abolished. I remember in 1921 when cotton 
dropped 33 cents per pound in 10 months. Many farmers and other people 
lost 15 to 20 years’ work in these 10 months. If this happen again, we might 
have a different form of government; and with all our shortcomings, I like our 
system better than any that I know. You will probably wind up one of these 
days with a support price below the market price * * * somewhat similar to 
what your organization has been advocating. I have been concerned as to 
whether you can meet this situation. The increase in capital investment on 
different type farms has gone up from a range of 235 percent to as much as 
375 percent in the past 18 years. Tractor numbers have tripled since 1940, and 
farm machinery prices went up 115 percent. From 1940 to 1955, farm wages 
rose 300 percent, farm real estate values 150 percent, and fertilizer 60 percent. 
Prices have continued to rise since 1955. The use of greater quantities of 
production goods combined with higher prices have tended to push farm pro- 
duction costs higher and higher. The use of improved technology and production 
efficiency has tended to offset the rise in production costs. A smaller number 
of people on farms have been able to supply our increased population with food 
and fiber and, in addition, accumulate surpluses in many lines. 

I spent 1%4 days in an experiment station in late September. I came away 
convinced that science and chemistry will make tremendous advances in cotton 
production in the next 10 years. I am encouraged to think that you will be 
able to produce at a profit with lower prices. Lower prices should enlarge your 
market in this expanding population. I am optimistic as to the future of cotton 
and its profitable production in this area. We must all encourage research and 
methods which increase efficiency in production. 


GREENWOOD, Miss., December 7, 1959. 


Hon. E. C. GATHINGS, 
House Office Building, 
Washington, D.C. 

DEAR Took: I appreciate very much your invitation to attend the joint hear- 
ing in regard to the administration of the present cotton program which you 
and Senator Ellender are holding on December 10. Unfortunately, I already 
have engagements here in my district which will make it impossible for me 
to be with you. 

I would appreciate, however, your making this letter and the attached docu- 
ments part of the record of your hearing. 

I want to strongly urge that the Department of Agriculture and Commodity 
Credit Corporation make a concerted effort to simplify procedure under which 
the program will be handled in 1960. The present program is not receiving a 
fair chance when there are so many burdensome complications about its admin- 
istration. In general, I would recommend the 12 proposals for changes adopted 
by the American Cotton Producers Association last month. I believe these are 
being submitted to your hearing. In addition, I would like to recommend some 
changes which would regularly simplify the procedure for banks which are 
handling choice A cotton. One of these letters called attention to the fact that 
receipts for 3,413 bales were lost although, fortunately, only temporarily. I 
think the Commodity Credit Corporation could assume responsibility against 
losses of these receipts at a relatively small cost. In addition, there is a pres- 
ent requirement for witnessing signatures which merely adds to the cost with 
no benefit to the Government or producer. The reasons for these changes are 
presented in greater detail in the attached correspondence from the Bank of 
Commerce of Greenwood, Miss. 

Cordially, 
FRANK E. SMIruH, 
Member of Congress. 
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BANK OF COMMERCE, 
Greenwood, Miss., November 24, 1959. 
Hon. FRANK SMITH, 
Member of Congress, 
Washington, D.C. 


Deak FRANK: We wish to have you consider the following facts in regard 
to the 1959 cotton program. 

We act for Commodity Credit Corporation, holding the receipts for cotton 
grown under choice A by members of Staple Cotton Cooperative Association. 

On November 12, 1959, we dispatched receipts for 3,413 bales of cotton to a 
bank in Memphis. By some unexplained mistake, those receipts were sent 
by that bank to Commodity Credit Corporation in New Orleans. They have 
been finally returned to Memphis and no loss has resulted. 

What we wish you to consider is a requirement that Commodity Credit Cor- 
poration assume responsibility, by insurance or otherwise, to indemnify all 
custodians against liability for losses of warehouse receipts and other documents 
involved in their responsibility as custodian. 

In addition to the hazard of transportation, there are other hazards of losses 
by various means, including fire, windstorms, etc. The loss of a substantial 
number of receipts could subject a custodian to the risk and expense of supply- 
ing lost-instruments bonds. While the potential risk is great, the actual losses 
have probably been very small. They have in our case in handling business of 
this nature for more than 30 years. 

Thank you for your consideration and best wishes to you. 

Very truly yours, 
J. H. Peesies, President. 


BANK OF COMMERCE, 
Greenwood, Miss., December 3, 1959. 
Hon. FRANK SMITH, 
Member of Congress, Greenwood, Miss. 


Dear FRANK: Understanding that you will present certain matters in con- 
nection with the present cotton marketing program at a conference in the near 
future, we wish to submit for consideration the matter of witnessing signatures 
of this bank when we have signed as attorney in fact for cotton producers on 
sales documents under Choice A. 

Attached are copies of correspondence with the Commodity Stabilization Serv- 
ice in New Orleans, showing what efforts have been made for us to be relieved 
of the requirement for such witnessing and the complete failure of those efforts 
to accomplish the purpose desired. 

You probably know that many hundreds of such documents are handled daily 
when the movement of cotton is heavy. The signatures of an officer or a duly 
authorized employee is adequate to fix responsibility. The requirement of wit- 
nessing all such signatures is a burdensome, costly, and unnecessary require- 
ane _ we believe should be waived and we request your influence toward 
that end. 

Thank you for anything that you can do. 

Very truly yours, 
J. H. PeEesres, President. 


DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
New Orleans, La., November 19, 1959. 
Mr. J. H. PEEBLEs, 
President, Bank of Commerce, 
Greenwood, Miss. 


DearR MR. PreEesLtes: Reference is made to your letter of November 3, 1959, 
relative to elimination of requirement for witnessing signature of producer on 
forms SA tendered by your agency which would be covered by resolution adopted 
by your board on October 28, 1959. 

We wish to advise that purchase program regulations require that producers’ 
signatures be witnessed and as all other parties participating in the purchase 
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program are required to comply with this regulation, we cannot waive this 
requirement for your agency even though you have submitted a resolution which 
would cover this requirement. 
Very truly yours, 
A. F. McLACHLAN, 
Director, CSS Commodity Office. 


NOVEMBER 3, 1959. 
Mr. A. F. McLAcHLAN, 


Director, CSS Commodity Office, 
New Orleans, La. 


Dear Mr. McLAcHian: Please refer to your letter of October 19, 1959, refer- 
ence FD-5—AVS, with which you returned to us some sales agreements for 
correction and stated that witnesses to the signatures of this bank would be 
required thereafter. 

We have complied with your instructions by having our signatures witnessed, 
but that action adds considerably to the work when our staff is already over- 
burdened. We desire that the requirement for witnessing be eliminated, if pos- 
sible, and to that end have adopted a resolution which validates the documents 
heretofore signed without witness and authorizes our officers and two other 
employees, Mrs. Katherine Scraggs and Mrs. Maxine Timms, to sign on behalf 
of this bank in their single capacities, without witnesses to such signatures. A 
certified copy of the resolution accompanies this letter. 

We hope that you will consider this adequate for the elimination of witnesses 
hereafter and will write us to that effect promptly. 

Very truly yours, 
J. H. Preestss, President. 


DEPARTMENT OF AGRICULTURE, 
CoMMopITy STABILIZATION, 
New Orleans, La., October 19, 1959. 
BANK OF COMMERCE, 
Greenwood, Miss. 


GENTLEMEN: We are returning under separate cover numerous sales agree- 
ments on which the warehouse receipt number and class shown in the schedule of 
cotton sold do not agree with the information shown on the related class card, 
although the gin bale number in the schedule corresponds with that on the class 
card. We are unable to process documents received in such manner, and it has, 
therefore, become necessary to reject such documents. 

Care should be exercised where using IBM equipment to have all information 
shown in the schedule of cotton sold on the form SA correspond with the related 
class cards. 

Also, where your bank holds power of attorney for the producer, it will be 
necessary to have the signature of the person signing for the producer witnessed, 
and also, to have the signature inserted on the continuation sheet, form SA-1. 

Very truly yours, 
A. P. McLAcHLAN, 
Director, CSS Commodity Ofice. 
By , 
Chief, Examination Section, Fiscal Division. 


Rosy, Tex., December 9, 1959. 
Hon. OMAR BURLESON, 
Members of Congress, 
House of Representatives: 

Urge use every means stop U.S. Department of Agriculture regulation change 
prohibiting strip cropping cotton with summer fallow. Would project millions 
voluntarily retired acres into glutted markets of cattle, hogs, wheat, and grain 
sorghums. Letter follows. 

Max D. CARRIKER. 
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SNYDER, TEx., December 9, 1959. 


Hon. OMAR BURLESON, 
Member of Congress, 
Abilene, Tez.: 


DEAR CONGRESSMAN BURLESON: Please check into proposed changes for 1960 
on cotton acreage measurements. It will affect our county economy by some $1 
million plus. The local people need a 1-year postponement to notify their cotton 
farmers of this very restrictive change. Thank you. 

MAx VON ROEDER, 
Chairman, Agriculture Committee, 
Scurry County Chamber of Commerce, Snyder, Tex. 


JACKSON, TENN., December 10, 1959. 
Representative FE. C. GATHINGS, 

House Office Building, 

Washington, D. C.: 


The Tennessee Ginners Association would like to go on record as supporting 
the following resolutions pertaining to the farm program for 1960: 
Eliminate the “agreement of warehousemen” from the sales agreement, letting 
the warehouse receipts testify as to the cotton being in the warehouse. 
Permit the placing of cotton all of one grade and staple on a single purchase 
form with the extension of price being done only on the total weight. 
Permit joint checks in lieu of lienholder’s signature. 
Allow sales agents to retain cotton until August 1 instead of contemplated 
April 30. 
Require USDA to furnish marketing cards 3 weeks prior to harvest season. 
Make a study of the price relationship between cottonseed and soybeans in 
an effort to adjust cottonseed prices upward. 
We are not in favor of the “A” producers being allowed to repurchase his 
cotton as it would complicate the program. 
TENNESSEE GINNERS ASSOCIATION, 
Warne HazLenurst, President. 


Representative Boges. Before we recess I ask unanimous consent to 
include in the record the article from which I read briefly, a few 
moments ago, published in today’s Wall Street Journal, entitled 
“Cotton Confusion.” 


Senator ELLenver. Without objection, that is so ordered. 
(The document referred to is as follows :) 


CoTTON CONFUSION 


NEW PRICE-PROP PLAN SNARLS MARKET, DRAWS BITTER DEALER ATTACKS—UNCLE SAM 
TO HANDLE 70 PERCENT OR MORE OF CROP; SHORTAGES, SHIPMENT DELAYS ARISE— 
CONGRESS HEARS PLEAS TODAY 


(By Neil Maxwell) 


Lusspock, Tex.—D. C. Prince, a cotton merchant in this west Texas agricul- 
tural center, takes a pile of multihued Government forms from atop filing cab- 
inets in his cluttered office and snorts: “It takes an even dozen of these to move 
a bale of cotton to market this year.” 

At the Plains Cotton Cooperative Association on the edge of town, Manager 
Dan Davis leads the way into a room where computers clack through stacks of 
punched cards and comments: “We had to double our IBM capacity and add 
another room this vear to handle cotton forms.” 

This grousing over Government paperwork, common these days among cot- 
ton brokers and shippers around the land, comes as Uncle Sam turns cotton 
marketer on a mammoth scale. Since September, in line with changes last 
year in the cotton subsidy program, the Government has become the major 
buyer and seller of U.S. cotton instead of merely a passive purchaser of surplus 
cotton. The result: Reams of redtape that have snarled historical cotton mar- 
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keting procedures, causing artificial shortages in a bountiful crop year; con- 
fusion and consternation in the trade; and angry demands from cotton men for 
quick changes. 

HEARINGS OPEN TODAY 


Many of these grievances will be aired today at a hastily summoned meeting 
of the Senate and House Agriculture subeommittees on cotton in Washington. 
Senator Ellender (Democrat, Louisiana) and Representative Cooley (Democrat, 
North Carolina), chairmen of the two groups, called the joint hearings after de- 
claring they were “shocked” by charges flung at the marketing program. At 
today’s sessions, industry leaders are likely to demand, among other things, 
that the Government give up its attempt to market cotton under present pro- 
cedures. 

The Government’s new marketing venture is a massive operation. This cot- 
ton season, which began September 1, Uncle Sam is expected to buy and sell 
between 70 and 80 percent of the Nation’s cotton crop of 14.7 million bales. This 
has led to the creation of a Federal network of local agents to handle cotton 
dealings, the hiring of additional Government office workers to process the 
paperwork, and a complicated system of pricing cotton that is baffling—and in- 
furiating—a great many prospective cotton buyers. By contrast, the Govern- 
ment in most previous years has handled well under half of each crop under 
its price support program. 

“With the Government in the cotton marketing business, you can have a delay 
of pretty near 3 weeks in the actual buying of cotton,” says Lamar Fleming, Jr., 
chairman of Anderson Clayton & Co. of Houston, the nation’s biggest cotton 
dealer—until Uncle Sam moved in. Other traders insist it often takes twice 
that time to get the fiuffy fiber through the complicated Government selling 
system. 

‘xporter R. S. Tapp of Lubbock, leaning across his desk, says, “It takes 60 
days to get cotton on a boat.” Buying directly from the farmer, he adds, it 
sometimes takes as little as 10 days to do the same job. 


FUTURES MARKET SUFFERING 


Hard hit, too, by the marketing muddle are the cotton futures exchanges, al- 
ready ailing because years of price propping have limited price fluctuations. 
Now, partly because so much more of the crop is being handled by the Govern- 
ment under its new program, price fluctuations tend to be more limited than 
ever before. 

“Our volume during an entire 3-month period recently was barely equal to 
what used to be a normal half day,” frets William J. Lodwick, outgoing presi- 
dent of the New Orleans Cotton Exchange. Futures trading in August, Septem- 
ber and October faded to 1,875,000 bales from 10,454,000 in the like 3 months a 
year earlier, he recounts. Last August 5 the New Orleans exchange went 
through a day without a single futures transaction for the first time in the ex- 
change’s 88-year existence. 

“The business the New York Cotton Exchange has done this cotton season is 
running 80 percent below last year, which was in itself very small,” complains 
William K. Love, president of the Nation’s only other cotton futures exchange. 


FRUSTRATING, BUT AN ADVENTURE 


Buying cotton today under Government procedures, though fraught with frus- 
trations, can be an adventure of sorts, cotton merchants testify. To understand 
the system—and the furor it has kicked up—it’s necessary first to take a brief 
look at the Government’s cotton subsidy program, an undertaking that’s ex- 
pected to cost taxpayers nearly $1 billion this year. 

In the past, Washington prescribed certain acreage allotments to cotton 
farmers and offered to lend the farmers a present amount on each bale they 
didn’t sell. If the market price of cotton rose above the Government loan figure, 
the farmer could redeem his crop and sell it himself on the open market. Other- 
wise, the Government would keep the cotton. 

Under regulations set up last year, however, the support system was altered. 
Uncle Sam gave cotton growers two choices under a combined loan-purchase pro- 
gram. Under plan A, a farmer would plant only his allotted acreage and qual- 
ify to sell his cotton directly to the Government at a relatively high price. Under 
plan B, a farmer could plant up to 40 percent more cotton acreage than he was 
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allotted and still qualify for support loan. The loan figure on each bale, how- 
ever, would be lower than the price paid or each bale of plan A cotton. 

Free market enthusiasts, including Agriculture Secretary Benson, hoped a 
significantly large number of farmers would choose plan B, thus indicating a will- 
ingness to trade high Government price supports for a chance to grow more 
eotton and take their chances on the open market. 

But only about 20 percent of the Nation’s cotton acreage was put under plan 
B. This meant the Government was committed to buying, at relatively high 
prices, cotton grown on 80 percent of the Nation’s cotton acreage. 

Under the old price support system, fluctuations of supply and demand often 
had pushed the market price of cotton above the support level, and farmers would 
pay off support loans and redeem their cotton. The Government now and then 
would sell, on a negotiated basis, some of the cotton to which it had taken title. 
But there was nothing resembling the auctions through which the Government 
now will try to dispose of its plan A cotton. 


A COMPLEX SYSTEM 


At least partly because of the dual support plan for farmers, the pricing system 
for reselling the cotton is complicated. For example, a typical grade of cotton 
priced at Dallas brings the plan A farmer $161.40 from the Government for a 500- 
pound bale. The Government then puts up the cotton for bids from cotton mer- 
chants with a minimum price of $146.19. A plan B farmer putting the same bale 
under Government loan would receive $132.90. If the plan B farmer can sell 
his cotton for more than that and experience thus far shows that he can—he 
will deal directly with the cotton merchant himself. 

What’s the situation that faces the prospective cotton buyer? He ean try to 
buy cotton directly from the plan B farmer, but there’s not enough to cover de- 
mand. So he must go to the Government which itself has bought the cotton from 
the farmer. Federal agents, of course, have set a minimum resale price and the 
buyer then must bid against other buyers to purchase the Government cotton. 
In effect, therefore, the going market price for cotton ranges somewhere—-no- 
body is ever quite sure where—between the private price negotiated by the plan 
B farmer and his merchant-buyer and the highest bid on the Government’s plan A 
cotton. 

Buyers complain bitterly of this confusion over prices. But they are perhaps 
even angrier over the lengthy delays they often encounter in getting the cotton 
they need. When they bid at a Government auction, they’re usually notified 
quickly whether their bid is accepted or not. But a successful bid does not guar- 
antee immediate delivery; it may be weeks later before all Government formali- 
ties are completed and the buyer actually gets his hands on his cotton. 


SALES AGENTS COMPLAIN 


Selling agents themselves, hired by the Government and paid $1 a bale to sell 
Uncle Sam’s cotton, complain about the procedure. “It’s costing us more than 
the $1 a bale the Government gives us to sell it,”” one broker argues. “And these 
tons and tons of paper forms don’t add a bit to the value of the product.” 

In its novel marketing role, the Government first buys cotton from the farmer 
through some 6,300 buying agents, whom it pays 75 cents a bale. With the 1,200 
selling agents receiving $1 a bale, the total buy-sell payment is $1.75, not in- 
cluding the cost of the paper involved and the time of the small army of full- 
time Government workers who administer the program. 

To see how the system works at the cotton patch level, stop in to see Mrs. Gay 
Carter, a pretty brunette whose office sits behind the Butler monument works 
in Slaton, 15 miles southeast of here. She’s a buying agent for the Government. 

When a farmer brings his cotton to the big co-op at Slaton, green tags carry- 
ing his name are attached to the cotton, one tag for each bale. When the cotton 
is ginned and baled, a sample is hacked from the opposite sides of each bale and 
sent, along with the green card, to the Government’s cotton classing office in 
Lubbock. 

There, in a temperature and humidity controlled building, one of some 50 
classers in lint-filtering masks examines the sample to determine its grade. He 
also yanks loose a piece and pulls it to tiny fragments in his fingers to determine 
its staple length. Then grade and length are recorded on the green card. 

The completed green cards are mailed back to the gin where the farmer picks 
them up. In Slaton, the farmer then might stroll across the cotton-littered street 
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to Mrs. Carter’s office. She takes the green cards and writes a check for the 
cotton. 

Now the Government owns the cotton, which it probably stores in rented stor- 
age space. The problem: To resell it. 

Hither Federal sales agents or the Commodity Stabilization Service in New 
Orleans then makes up catalogs and sends copies to prospects. These catalogs 
tell how many bales are for sale, their grade and staple length, and where they 
are located. Then customers fill out bid forms and the highest bidder gets the 
cotton. Most cotton actually is sold with the buyer never seeing the bales. 

Cotton brokers and shippers concede they see little possibility of any signifi- 
cant or sudden changes in the Government’s marketing program right now. One 
of the difficulties, they say, is that cotton farmers are not much perturbed about 
the marketing muddle and, therefore, are not particularly anxious for a change. 
Observes W. O. Fortenberry, president of the Plains Cotton Growers, Inc., here: 
“The farmer is pretty well satisfied right now—he’s selling his cotton right 
along.” 


Senator E,,enper. The committee will stand in recess until 2 p.m. 
(Whereupon, at 12:25 p.m., the hearing was recessed until 2 p.m. 
of the same day.) 
AFTERNOON SESSION 


Senator Extenver. Mr. Helmbrecht, you may proceed. 


STATEMENTS OF WILLIAM C. HELMBRECHT, JR., DALLAS, TEX., ON 
BEHALF OF AMERICAN COTTON SHIPPERS ASSOCIATION; E. W. 
COOK, AMERICAN COTTON SHIPPERS ASSOCIATION, MEMPHIS, 
TENN.; AND JACK J. STONEHAM, AMERICAN COTTON SHIPPERS 
ASSOCIATION, DALLAS, TEX. 


Mr. Hetmprecut. My name is William C. Helmbrecht, Jr., and I 
live in Dallas, Tex. I am here for the American Cotton Shippers 
Association to request your support to reinstate into Commodity 
Credit Corporation cotton sales programs a feature which never had 
any justification for being discontinued—the right of price adjust- 
ment when cotton delivered turns out to be inferior to the quality as 
advertised for sale by the Government. Heretofore, buyers of Govern- 
ment surplus cotton stock have had the right of a reclassification by 
Government classers, subject to a review, after inspecting their mer- 
chandise. What we seek is simple equity. It has always been tradi- 
tional and is a basic feature today in private cotton merchandising 
for the seller to guarantee to the binver the delivery of a quality in 
accordance with the terms of contract, or to make financial restitution 
for deficient outturns as agreed amicably between buyer and seller or 
determined by arbitration. 

We hear a lot about protecting the taxpayer by careful auditing of 
defense contracts and foreign aid programs to eliminate waste, of 
investigations into the activities of various departments of Govern- 
ment to insure efficiency, and of other efforts to protect. the public 
and help the small businessman. But the concept of the Government 
delivering a quality of cotton in accordance with its publicly adver- 
tised catalog, or, alternately, compensating to the extent of inferior 
quality delivered, pied last August and has been denied by the De- 
partment of Agriculture ever since, despite our petitions to the con- 
trary. 

The Commodity Credit Corporation is, and seems likely to remain 
for some time to come, the largest cotton merchant on earth. About 
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75 percent of the total carryover in this country on August 1 was 
owned by the Commodity Credit Corporation. About 80 percent of 
all the cotton acreage allotted this year was under the choice A pro- 
gram, the production from which would ordinarily have been pur- 
chased virtually in its entirety directly from the farmer by the Gave 
ernment and then reoffered for sale immediately at a price almost 
$15 per bale less than its cost. Although the majority of Government 
cotton holdings are being offered publicly, domestic mills and their 
affiliated organizations have been important direct. buyers this sea- 
son, bypassing regular merchandising facilites. The result is State 
marketing of a substantial volume usually handled privately. The 
merchandising still in the hands of free enterprise is dependent upon 
Government cotton stocks as an important source of supply. Govern- 
ment-held cotton is of such importance volumewise that its marketing 
is of vital national importance to the industry. 

The precedent of reclassing is firmly established in the Department 
of Agriculture’s cotton programs. At least since 1933, farmers have 
had the opportunity to have a review or reclassification of the grade 
and staple originally assigned for price support purposes by Govern- 
ment classers. That privilege has been on an individual basis at the 
discretion of the farmer and with no consideration given to other bales 
from his crop which may have been overclassed originally. Sales un- 
der the current series of Government disposal programs for upland 
cotton began on January 1, 1956, with NO-C-7, followed by NO-C-8, 
NO-C-9 and NO-C-11. All were sales-for-export programs. Be- 
tween May 7, 1956, and July 31, 1959, NO-C-5, an unrestricted-use 
program was administered. All five programs afforded the buyer an 
option in one form or other of making final settlement either on the: 
basis of the cataloged quality or on reclassification by regular Gov- 
ernment classing boards, subject to the right of review. The principle 
of the reclassing option under NO-C-7 was identical to the protection 
extended to cotton farmers. On subsequent sales-for-export programs, 
the method of protecting the buyer of Commodity Credit Corporation 
cotton stocks deviated from the treatment extended to farmers and be- 
came a two-way street. The buyer reimbursed the Government. for 
bales reclassed better than the cataloged description and the Gov- 
ernment reimbursed the buyer for the inferior bales determined in 
the same manner. That principle was fair to the taxpayer and to the 
cotton merchant and the mechanics were more practical in view of the 
volume processed. 

On March 27, 1959, the Department summarily announced that 
cotton purchased on and after August 1 would be on the cataloged class. 
The reclassification and review option was discontinued. No valid ex- 
planation was given and, despite repeated efforts on the part of our 
association to set aside such an insidious policy, no relief has been 
granted. In correspondence about the subject, some of which may 
have been relayed through the offices of some of you gentlemen here 
today, the Department attempted to ee the real issue by claim- 
ing that cotton sold under NO-C-5, NO-C-7, NO-C-8, NO-C-9, and 
NO-C-11 had been in storage for “relatively long periods of time and 
the original classing might no longer reflect its current quality.” 
Their theme continued that such would not be true of the 1958-59. and 
the current crops now being offered for sale. Such reasoning evades 
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the issue and its inconsistency is evidenced by the fact that about 85 
percent of the cotton in Government stocks on August 1, 1958, origi- 
nated from the crop year then just ended, but the reclassification op- 
tion was apparently deemed as proper then as it had been during pre- 
vious years. Suddenly in March 1959, it must have been decided that 
protecting captive buyers of Government cotton was no longer ap- 
propriate. Why? Could it have been that direct Government mer- 
chandising of cotton had become so important that keeping faith with 
taxpaying cotton merchants was no longer necessary? Or could it 
have resulted from political pressures which made it easier to throw 
the cotton merchant to the wolves than to uphold principle ? 

Irrespective of the motives, the result of the action has been dis- 
astrous to cotton merchants. Deliveries of Government cotton pur- 
chased early in the season was delayed for weeks and contributed 
to the severe shortage at realistic prices of certain qualities from the 
present crop. It forced the covering of domestic and export require- 
ments at exorbitant prices while several million bales of culled Gov- 
ernment cotton were avoided by many merchants because they could 
not afford to absorb the quality outturn losses which they had every 
reason to expect, based on their experience during the past few years. 

To give you an indication of the inaccuracies to be expected in 
the Government catalogs, Commodity Credit Corporation chose last 
spring to resample and reclass at the taxpayer’s expense about 1,077,- 
870 bales of 1957 and prior crops, 320,922 bales, about 30 percent of 
the total, had to be offered for sale on actual samples because of its 
reduction in value account “wasty.” About 4 percent of the total, 
42,640 bales, were reclassed as balae grade and would not have been 
eligible for price supports in the first place on the basis of the De- 
partment’s new classification. On the average, excluding the below- 
grades, the reclassification of 1957-and-prior crops shows an aver- 
age outturn loss from the originally cataloged class of about $10.90 
per bale, using the 14 spot market differences of August 10 as a basis 
of calculation. Department of Agriculture records available to us 
show the following with respect to quality outturn losses on cotton 
reclassed at the option of the buyer, and at the buyer’s expense, under 
the various programs since January 1956 compared to the original 
cataloged grade and staple. 

Program NO-C-7, there were sold 1,000,962 bales at a reclass loss 
of $7,536,854.96, or a loss per bale of $7.56. 

The table is in front of you, Mr. Chairman, I will read only the 
final figures in the column, “Loss per bale.” 

No-C-8, $12.35 per bale. 

NO-C-9, $5.54 per bale. 

The losses per bale shown above are on the basis of the total volume 
sold under each program, but actually some percentage under each pro- 
gram was accepted on cataloged descriptions and not reclassed for 
settlement purposes with the Government. Quality outturn statistics 
under NO-C-5 are unknown publicly, so far as we are informed. 
Under the NO-C-11 program, a total of 2,357.78! bales were sold, 
out of which 591,561 bales showed a class loss of $8,281,373.83 or about 
$14 per bale. (NO-C-11 statistics are as of March 5 1959, and are 
the latest available according tothe Department. ) 
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With these statistics to show the extent to which Government stocks 
are deficient from the advertised quality, as a result of deterioration 
in storage, the culling process prior to Government acquisition and 
any mistakes in original classing, it is nothing less than _—— jus- 
tice for the Department to deliver bales actually corresponding to 
the advertised quality or to reimburse the buyer for the outturn losses. 
We suggest the following as one method of accomplishing that objec- 
tive. It protects the basic rights of the buyer and the interests of 
the taxpayer and we believe it should overcome the political objec- 
tions to some of the Department’s former policies. The proposal was 
developed to avoid the apparent objections indicated during the past 
few months to those former Department policies. We propose to 
continue competitive bidding for Commodity Credit Corporation 
cotton stocks as at present. At the time of awarding lots to high bid- 
ders, the buyer would open a bank letter of credit in favor of the Com- 
modity Credit Corporation, who thereupon would deliver warehouse 
receipts immediately to the buyer. Payment to the Government would 
be made against the letter = credit after the quality determination 
has been completed. A1l we’re asking is $1 worth of cotton for $1. 

Thank you. 

Senator ELtenper. Are there any questions? 

Representative Hacen. Since this new policy went into effect have 
the merchants engaged in reclassifying the cotton ¢ 

Mr. Hetmprecut. Yes, sir. They have. They have reclassified 
some of the Government cotton for form A certificates which are 
required under some of the foreign aid programs. Reclassification 
under that program shows, I think it is safe to say, consistent loss. 
Some of that loss has even been recorded on the 1957 and prior cotton, 
which was purchased after bulk reclassification by the Government 
and at the Government’s expense. 

Representative Hagen. So then the merchants absorb that loss? 

Mr. Hetmprecut. Yes,sir. They have. 

Representative Hagen. Someone told me that a lot of cotton was 
being purchased—at lot of this cotton was purchased at a lower 
classification and was in turn, resold at the original Government classi- 
fication. Do you know any instances of that ? 

Mr. Hetmpricut. No, I do not; and I think that if my memory 
serves me, I believe it was charged that the cotton was shipped at 
the original class or at a better classification and not sold. That state- 
ment in itself, is misleading. 

In the first place, the cotton merchant ships to his customers 
throughout the world, guaranteeing the grade and staple of his de- 
liveries. The cotton purchased from the Government is purchased 
on a cotalog description and shipped according to a different set of 
rules but the cotton merchant has written neither. The shipment of 
cotton at a better than its original classification was probably done so 
far as we are in a position to state, not knowing what the Government 
reclassification was going to be. We have attempted to run down those 
specific instances of which you speak, I think, and have found that to 
be the case. 

Senator Ettenver. Any other questions? 

Representative Jenninos. Yes, sir. I believe in your statement 
you say that, heretofore, buyers of Government surplus cotton stock 
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had the right of reclassification by Government classifiers, subject to 
review, after inspecting their merchandise. 

Are any provisions made for the purchaser to inspect this cotton 
before the bid is submitted ? 

Mr. Hetmprecut. At the present time, no, sir. During the resale 
of the “wasties” and below grades to which I make aietae the 
buyer could examine the samples, but for the bulk of all cotton being 
sold now, and the cotton which has been sold during the past few 
years, the buyer could only look at a Government catalog. 

Representative JeNxrines. You stated on page 6 here, that it was 
reclassified at the option of the buyer and at his expense. Is that in 
effect today ? 

Mr. Hetmprecut. No, sir. We have no reclassification today. The 
differentiation that we make is that the Department elected to reclass 
at its own expense a little over a million bales of 1957 and prior cot- 
ton which they held last spring. Under the program prior to that, 
the buyer sampled and paid for all changes incurred in the reclassifica- 
ror procedure. Under the 1957 reclassing, the Government paid for 
that. 

Representative JeNNiNGs. I notice in the table that you give, the 
loss per bale and the total amount of reclassed loss. How > i that 


compare with the program that was in effect previous to—I believe 
it was March 1959—when claims were made as to the differences in 
samples and deliveries? 

Mr. Hetmprecut. The program which was in effect prior to August 
1, 1959, was NO-C-11, and the data we have is incomplete, but of 
almost 600,000 bales out of 2,357,000, the class loss shows an average 


of about $14 per bale. 

Representative JENNINGs. We had some testimony before our com- 
mittee when we were considering Public Law 480. There was quite a 
discrepancy in the cotton program. For instance, here, in this one 
statement, it says cotton prices reviewed after the subcommittee’s in- 
vestigation; based on domestic price of cotton, even to the Commodity 
Credit Corporation, was selling cotton for export at prices at less than 
$30 per bale lower. 

Mr. Hetmprecut. A lot of the foreign business is done on private 
type. 

Representative JENNINGs. Let me finish this. The head of the New 
Orleans Commodity office which handles cotton price review opera- 
tions, admitted that their procedures were “pretty sorry.” 

In view of such testimony, do you not think it wise that the 
Department of Agriculture take some remedial action to prevent fla- 
grant violations of that nature? 

Mr. Hetmprecut. Any remedial actions to prevent flagrant viola- 
tions, I suppose, are always in order, but I believe the Government has 
and has always had the finest system of checks and balances on this 
subject that could be devised. The foreign buyers pay their own 
money for this cotton and any irregularities in the deliveries are sub- 
ject to a system of arbitration for quality and payment of those 
claims. That is an enforcible obligation on the part of the shipper. 
The foreign buyers, generally, have taken the position that price 
analysis by a foreign government to protect their own financial inter- 
ests is somewhat superfluous, and we believe that except for cases of 
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outright fraud, of which we know of none, that there has not been any 
shipping of cotton inferior to the quality sold except in cases where 
price adjustments were made. 

Mr. JENNINGS. Let me read you this: 

The Department of Agriculture has little real assurance, particularly with 
respect to cotton, that the quality and quantity of Commodity financed is actually 
delivered to the importer. The Department has financed exportation of more 
than 300 bales of cotton at a cost of over $500 million. 

However, unless specifically requested by the importer, to the best of your 
knowledge, none of this cotton was inspected by the Department to make sure 
it was as represented to be. The subcommittee found a number of instances 
where cotton purchased by the Commodity Credit Corporation was sold under 
Public Law 480 at a much higher quality. In one case the GAO traced 360 bales 
of cotton sold to an importer for about $95 a bale. The exporter claimed the 
cotton was lower grade than the CC catalog and received an average refund of 
$20 per bale, making the cost to the exporter approximately $75. 

Mr. Hevtmprecut. If that report is true, and our association has 
not been extended an opportunity to answer that specifically, if that 
report is true, it overlooked completely what action, if any, the buyer 
on the other side took. And I think in this whole picture we have to 
consider what happens throughout the movement of this cotton. I 
don’t believe it is proper. 

Representative JENNINGS. I agree. That is the reason I brought 
this in. 

Mr. Hevmprecut. If we are furnished the specific information 
about any case which you have, our association will investigate it and 
make every effort to give an answer, which, I am sure, will be sat- 
isfactory to you or any other committee, but we have seen a lot of 
these statements in committee reports which are not documented, and 
in view of the competitive nature of the cotton, it is very difficult for 
any of us, as individuals, to inspect the record of our competitors. 

Representative JenniNGs. Well, to finish that statement, since you 
volunteered that, I would like to have your views, if you are pre- 
pared to give them now. 

The same cotton was financed under Public Law 480. The Com- 
modity Credit Corporation. financed this at a price of $124 a bale, a 
gross margin of $49 per bale. The head of the New Orleans Cotton 
Commodities told the subcommittee he recommended that the Com- 
modity Credit Corporation inspect all cotton being financed under 
Public Law 480 that the cotton trade opposed this and his rec- 
ommendations were not adopted. 

Mr. Heiawerecut. We opposed it on the grounds we feel that the 
cotton-mill buyers throughout the world are more adequately pre- 
pared to protect their interests. 

Representative JENNINGS. By the same token, don’t you feel you 
are adequately prepared to protect your interests? 

Mr. Hetmprecut. In what respect? Buying Government cotton? 

Representative Jennines. Yes; Government cotton. By either 
making a preinspection of cotton before you purchase it or bid it. 

Mr. Hectmprecut. We are not given the opportunity to make a pre- 
inspection before we purchase it. 

Representative JenNniNGs. That is fine. That was my next ques- 
tion. I notice you don’t have that in your recommendation here, 
that you be given an opportunity to preinspect it before you make a 


bid. 
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Mr. Hetmprecut. We don’t object to that procedure at all, but 
we think that it is impractical, because our merchants of cotton are 
located from coast to coast and from the biggest to the smallest cities 
and towns. If samples were displayed of all these Government hold- 
ings, it would not be practical to display them except in centralized 
locations. That would deprive, in most cases, most of our merchants 
the right to inspect that cotton and the bidders might be confined to a 
very small number who happen to be there or who happen to have 
representatives there who can look at the cotton samples. 

Representative Jennines. We heard a great deal of testimony 
about the number of forms and the bureaucracies under the present 
system, but would not your recommendation necessitate more forms 
and more bureaucracies ? 

Mr. Hetmprecutr. With the Government being the biggest cotton 
merchant, and as long as that condition exists, I don’t see how we 
can completely eliminate some form of bureaucracies. 

Representative JenNiINGs. Now, then, what is your answer to my 
question ? 

Mr. Hetmprecut. We have had this procedure in effect during the 
past few years, up until last August 1. We think that the amount of 
bureaucracy or paperwork involved was burdensome, but, under the 
circumstances, we did not see how that portion of it could be avoided, 
and we are prepared to submit to that in the future, as long as we can 
be assured by the Commodity Credit Corporation of either getting 
what we buy or getting some of the money back representing over- 
payment. 

Now, it has been stated in this room here today, and I have read 
it on numerous occasions in the past, about moneys that are rebated. 
We think that is somewhat an inaccurate concept. We think it is sim- 
ply a refund of moneys which have been overpaid in the first place. 

Representative JENNINGS. My question is: Will this necessitate 
more or less paperwork, and, if it necessitates more, will it be justified ? 

Mr. Hetmprecut. We think it will be justified and the merchant 
pays for it. 

Representative JENNINGs. And will necessitate more? 

Mr. Hetmprecnt. More, as compared to no reclassification at all. 

Representative JENNINGS. That is all. 

Mr. Hetmprecut. May I make this statement. 

Representative JENNINGS. Certainly. Excuse me. 

Mr. Hetmeprecut. This reclassifying is apart from the the rec- 
ommendations that we have made to simplify the handling of the new 
crop under the Choice A and B program. 

Mr. Coox. May I say something, Mr. Jennings? May I make a 
comment to Mr. Jennings, please, sir? 

I think that grade descriptions in the absence of a price, in our 
business, are meaningless. In other words, it means very little to 
us—if you see that a bale of cotton is shipped as a Middling bale of 
cotton to you and it is shipped as a Middling bale of cotton to this 
man over here, it does not mean a thing unless you tie the price in with 
it, so the descriptions alone are often misleading. I don’t think that 
the GAO investigators who came down to see all of us when they 
were writing that book that you have in your hands fully understood 
that concept, although I know we tried to explain it to them. 
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Representative Jennrnos. I was not defending it. My point is 
this. I have a case in my district right now, where a man made a 
bid on timber. He bid a real good price. I think the Government 
sold it for more money than anticipated. The purchaser paid more 
for it than anyone else bid but it was an open-bid basis. Since that 
time, he has found the timber was worm eaten, wind shaken, and so 
forth. He has no recourse. 

Mr. Hetmprecut. I don’t know anything about the timber business. 
Did he have a right to inspect it before he bought it? 

Representative JENNINGS. Yes. That is the point. He had the 
right to inspect it. He made the inspection. It was open, competi- 
tive bidding. Hesubmitted his bid taking the risk. 

Now, he has no recourse to come back and say, “Well, the timber 
was wind shaken.” By the same token, I don’t think that if he made 
a half million dollars on it, the Government would not have a recourse 
to go back in there and say, “Well, you made more than we thought 
you should so we get part of it.” 

Now, I am really not completely familiar with the operations of 
the Government exchange, but it seems to me that in all fairness, you 
should have an opportunity to inspect what you are buying before 
hand and then take your chances on the basis of what you bid, after 
the inspection. 

Mr. Hetmprecut. We are prepared to do that. That is customary 
practice in the private trade. We call it selling on actual samples. 
Once a sale is made that way, that is the end of it provided that 
sample represents the bale. 

Mr. SronenAm. Mr. Jennings, may I say something. It would be 
awfully easy to take 200 bales or 300 bales out of a million bales and 
find where a man had made a good purchase, or got a good class. 
That would be simple, but you have to take it as a whole. I don’t 
think you can take 200 bales and hold it up. We could show you a 
thousand bales where you actually had a loss. So I think when you 
just take one exception and hold it up, you have to look at the whole. 
I don’t think that 1s a fair statement, and I think, too, what Mr. Helm- 
brecht said, that you have to see if that man paid a claim not to take 
what he shipped but he did pay a claim on the other side. 

Representative Wuitren. I have had to deal with this matter, and 
0 gE some views which have not always been acceptable to some 
veople. 

What percentage during the year that so much attention was paid 
to the rebates, which I think was last year, what percentage of cotton 
did the trade ask that they reclassify ? 

Mr. Hecmprecut. It is my impression that something in the neigh- 
borhood of 90 percent or more was reclassified, and I think it is a 
perfectly logical thing that it would be. 

The Government stocks—the old ones deteriorate with age and the 
rest of them are well culled before they are reoffered under Govern- 
ment catalogs, and when we have picked over merchandise, we nor- 
mally have to sell it at a discount, but the degree of culling is not 
represented in the Government catalogs. 

Representative Wuitren. I have on my desk what purports to be 
a recommendation from some members of your association. What you 
are really asking is that, on your own option, that you ask for reclass- 
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ing which would leave you to take advantage of that which might be 
underclassed and benefit from that which was overclassed. Is that 
the disposition of your association ? 

Mr. Hetmprecut. No, sir. 

Representative Wur1ren. Do you want the option or a complete re- 
cdassing of the total cotton that is in the hands of the Commodity 
Credit Corporation ¢ 

Mr. Hetmprecut. It depends on the timing. We want cotton re- 
classed, if it is reclassed, at the time it is purchased—as close to the 
time of delivery as is humanly possible. We are opposed to bulk re- 
classing of prior crops, and offering on a reclass catalog because that 
cotton is often not purchased for months, and by the time it is pur- 
— that new classification may no longer reflect the value of the 

ales. 

Representative Wuirren. Now, you have answered as to the time. 
I repeat my question. Are you advocating a complete reclassification 
of Commodity Credit Corporation cotton as it is sold or are you 
asking that your organization or those that are members of it have 
the privilege of determining what parts you want reclassed and what 
parts you will take the benefit from ? 

Mr. Hetmprecut. My opinion is that we are asking for the option 
but we are prepared to accept complete reclassification subject to the 
option of review if it is deemed necessary—if that is of great im- 
portance to this committee. 

Representative Wuitren. Now, one of the problems that I have 
seen that we have in this country is the fact that Russia, a 
is fixing to move into the world picture in offering cotton. 1 recently 
talked to a good friend, Paul Jones, who has just been back from the 
cotton area there. Asa member of the Appropriations Subcommittee, 
I talked to cotton merchants in Finland last year. They indicated 
that the Russians deliver cotton, fully as good cotton as they claim, 
and in many instances better, all in the interest of trying to build 
up standing for Russian cotton in world trade. 

It is my understanding that the American cotton industry, however, 
does not go in world trade offering cotton as being what the Govern- 
ment says it is but you offer it on the sample basis or some other basis 
different from the type of grade and class that the Department of 
Agriculture gives in the first instance. Is that correct? In other 
words, does your trade offer this cotton in world trade at the card 
level, or do you just offer it and sell it on some other type basis be- 
tween you and the buyer? 

Mr. Hetmprecut. We offer it on the basis of quality, which we are 
prepared to deliver or make financial restitution. Now, in the Rus- 
sian system, which I don’t suppose anybody is advocating that we 
will follow here, that cotton is subject to arbitration just as the 
American cotton is subject to it and in the case of Finland, I believe 
that they have no choice but to accept Russian cotton under a trade 
agreement which forces them to take something from Russia and cot- 
ton happens to be one of the few things which Finland is in the 
position to take. 

Representative Wuirttren. Well, I am thoroughly aware of that. 
The question however, that I asked of the cotton trade in Finland 
was whether that which was delivered came up to that which it had 
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been represented to be. In our system of handling, does the Ameri- 
can trade represent to the buyer that the cotton you sell will come 
up to the Government class or come up to your’ personal 
representation ? 

Mr. Hetmprecut. We guarantee it to come up to what we per- 
sonally represent it to be and guarantee it to be financially. 

Representative Wuirren. Now, I have been told, and I read many 
letters from members of the organization that were interested in 
trying to promote this reclass, in which it was indicated that some 
of your members had lost money in dealing with this present situation. 
I have yet to be able to get the trade to supply our subcommittee with 
the details in the resales, except in limited instances, and in those 
limited number of cases where they did cooperate, in many cases, the 
cotton was sold by an American business interest at a higher class 
than the original class, before you had a reclass and a rebate. Now, 
those facts were ascertained. Is the trade in a position to lay before 
this committee or the committees in Congress, your detailed opera- 
tion, which will show whether or not this cotton on which you claim 
that the Government had overclassed it, you needed a rebate or needed 
some other adjustment to bring the price down; you show whether or 
not you did lose money on that cotton, or did it just mean you would 
have made more money. In other words, you can open up your rec- 
ords and show us bale by bale, you sold this cotton and took a loss 
on it because of the difference in grades; or is it involved in the fact 
that you made more money had you continued to get the rebates or an 
adjustment in price? 

Mr. He_mprecut. Well, up until last August, we were getting those 
price adjustments. What has happened since last August, 1 think 
it is safe to say that the shippers have suffered losses because of the 
failure to extend that reclassification privilege. 

Representative Wuirren. I am sure this year you have not received 
that $130 million in rebate you received last year. You have not had 
that. Are you ina position to open up your records and let us see 
whether this cotton in which you said you ought to have reclassed, 
whether you lost money on it by reason of that or not or are you just 
asking us to rely on your statement ? 

Mr. He_merecut. No. We can document anything we have. We 
can cite cases, this season, when the reclass option has been refused, 
which will support the contention that the shippers are suffering the 
losses. 

Representative Wuirren. I am certain that youcan. However, it is 
my recollection that you told Mr. Jennings that to pick out 200,000 bales 
would be unfair. It would not show a true picture. If it would be 
true in that instance, it would be true here. Are you in a position 
to lay it on the counter and let us look at the whole story or not? 

Mr. Hetmprecut. I am here representing an association. I am 
sure that it would be improper for me to commit all of our members 
to expose all of their records to you or this committee. 

Representative Wurrren. If you can contend that you did lose 
money or your members did, but are unwilling to show us the records, 
IT am not quarreling with them. Iam trying to find out. 

Mr. Hevmprecut. As far as I know, nobody has refused to cooper- 
ate with the committees of Congress in explaining this situation. I 
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am not in a position to commit all our members to show Congress every- 
thing they have in their records. It is a physical impossibility but 
I believe that we can trace down a lot of what you are discussing. 

Now, I personally made a statement before the House committee on 
July 22, and that statement was in two parts. The first part per- 
tained to the barter provisions of Public Law 480, renewal; and the 
second part pertained to the export, the misrepresentation which had 
appeared in the press regarding exporters’ profits on cotton and in 
that statement, we show, I think, beyond any reasonable doubt. that 
the exporter has no reason or motive to misrepresent what they do 
under 480 or ICA or under their private sales, and that some of the 
data which appeared in the printed committee hearings overlooked 
such expenses as storage and weighing and so on, which in the par- 
ticular case I have in front of me amounted to $16.13 a bale. 

Representative Wuirren. Mr. Helmbrecht, I am not trying to indi- 
cate that you are obligated to give the Government access to all their 
records of each individual member of your association but where the 
association in turn is asking for either what amounted last year to 
$130 million rebate, or at least a policy that would result in price 
adjustment to that extent on the basis that you have lost, I think then 
the burden comes back on you to prove that you have and unless you 
are willing to show your records, I don’t see how we can just accept 
a statement, speaking for myself only. 

Mr. Hetmprecut. We can answer if we are presented with the 
facts and given the proper period in which to prepare an answer. We 
can do so, and will, and in fact, I believe we have requested that 
privilege. 

Representative Wurirren. Now, in that connection, would you, if 
the Department would see fit on your request, to reclass all the cotton, 
because as you indicate, just to reclass part of it, you would decide 
which part you wanted and which not, which would naturally give you 
an advantage. That way, where it was underclassed, you could keep 
it and ask no reclass; where it might be overclassed, it might give 
you an advantage. If the Government should give you the privilege, 
which you ask, would the trade in your opinion be willing to offer 
that cotton in world market at the new class or would you still want 
to fall back on the present policies of laying it on the counter and 
getting the best deal you can out of it? 

Mr. Hetmprecut. Do you mean, would we want to offer it on the 
basis of the Government class without giving the buyer any option to 
have recourse in case the reclass is not correct in his opinion? 

Representative Wuirren. No. Would you be willing—lI am ask- 
ing this. Do you think your members would be willing to tender this 
in the first instance at the Government class ? 

Mr. Hetmsprecut. We could not sell it that way. 

Representative Wuirren. I know you don’t, but is it right, what you 
are asking is of sufficient value to you for you to agree that if you are 
going to ask the Government to give you $130 million rebate or price 
adjustment, setting up a new class, would your trade be willing then 
to offer the cotton on the representations of the world trade, that 
it is the new class that is set up by the Department of Agriculture or 
not, so we might gain the resulting acceptance in world trade circles? 

Mr. Hetmsrecut. Whether we would be willing to would be imma- 
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terial because nobody would buy it from us on that representation. 

Representative Wurrren. Well, it is the same privilege that comes 
back. It is my understanding that frequently now, you offer or 
tender it at a higher grade than the Government class, even though 
you come back and get rebates. 

Mr. Hetmprecut. That does not consider the price at which it is 
offered. If that happens to be true, which I am not in a position to 
say, I don’t know what specific example you are citing, but—— 

presentative Wurrren. I am speaking from recollection but it 
appears in here, on our Subcommittee of Agriculture Appropriations 
last year, and the preceding years, as I recall it. The other thing 
that you mention, do you have any evidence from the classing people 
in the Department or other sides, that cotton changes rapidly as you 
indicate ; that cotton will change in a 12-months’ period to any sizable 
amount that might be reflected in grade or quality and thereby in 
price? 

Mr. Hecmprecut. We have ample evidence to support that. The 
Department of Agriculture’s cotton technologist, Miss Dorothy Knick- 
erson, is familiar with the subject and has written a number of papers 
on it. Ithink that is one bit of evidence we can cite. 

Another one is that the Government itself, under its Public Law 
480 and ICA programs, which make final quality settlement on the 
basis of form A certificates, only recognizes those certificates valid 
for 90 days. Under the New York Cotton Exchange contract, cotton 
is penalized after 1 year to the extent of 2 pounds per month and 
on the Liverpool Exchange, every time cotton is retendered, it is 
reclassed. It is never tendered on the basis of any class which was 
formerly given to it. 

Representative Wuirren. It is my understanding that while cot- 
ton does change it does not change anything like that rapidly, so far 
as its value and use. That is a matter of opinion. Now, I talked to 
various other persons in the Department who seemed to agree with 
me. Now, going back to the reclass business, if the cotton is to be re- 
classed immediately upon sale by the Commodity Credit Corporation, 
why is it not possible to lay the samples on the table? 

Mr. Hetmeprecnt. I think I answered, or attempted to answer that 
a few minutes ago. I don’t know if you were in the room. We don’t 
oppose that. We do that in our own trade now. We buy on actual 
samples and we think it is a good method of operation but the Gov- 
ernment holdings are so large, and our members and potential cotton 
buyers live in everything, from the smallest towns to the biggest cities, 
from coast to coast. The bales are not big enough to draw a sample 
to exhibit in every location and if you were to exhibit them in the 
cotton centers of the South, well, you would eliminate many of the 
potential buyers which you have under the other system. 

Representative Wurrren. Since I have been active in seeking 
changes in handling from last year, where reclass cost the Government 
$130 mililon in rebates I would like to make my thoughts clear for 
whatever they may be worth: 

I have done my best to try to analyze just what is involved in this 
whole situation and am becoming more convinced that time and re- 
search has made our cotton standards on which our price support 
levels are based to some degree out of date so far as the present value 
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of cottons in use. I recently went through the laboratory at New Or- 
leans; and several things I saw there indicated that is possibly true. 
Some folks in the cotton trade have insisted that I am wrong and 
that prices including price support levels reflect the sale and move- 
ment of cotton and their true values as a result. However, it is my 
belief that because our cotton standards and the price support levels 
tied to them influence to a great degree the price at which cotton is 
moved, the differentials which develop are to some degree affected by 
such fact. In other words, they are not formed in a free market. 

I plan to visit the research work we are doing in Clemson, S.C. 
sometime within the next several weeks, where I hope to follow this up. 

As of now I certainly do not care to take a firm position; but it ap- 
pears to me that the real reason for this pressure on reclass is that cot- 
ton does change to the point that it would fit into our standards at a 
different level, which in some cases would result in considerable price 
reduction to cotton shippers. But I am equally as convinced that 
with the improvements in bleaching and other things this change 
means little when it comes to selling cotton in world trade for what 
the traffic will bear. In other words, the difference which may occur, 
which would support refunds, does not affect the fiber nor the resale 
price, at least not to the same degree. 

What if the cotton were held, as it is now, and sold by catalog, 
where you concentrate it together ? 

What is there administratively that would prevent the cotton from 
being held largely in the areas where the cotton is issued and having 
simple sales at those places where you now have the cotton classed ? 

Mr. Hetmprecut. I understand there is not sufficient warehouse 
space in many of the large producing areas of the country to hold the 
Government stocks and yet take care of the new crop when It moves 
in. For that reason the cotton is reconcentrated to the extent 
necessary. ; 

Representative Wurrren. This is a decision made by the Depart- 
ment of Agriculture. Quite frankly, our subcommittee made an in- 
vestigation which points up some of the things that happened. I 
am sure in taking that action they felt they had a right to and 
they were in agreement with members of my own subcommittee who 
raised the question. 

But in that connection I would be interested, since the subject. will 
come up in the coming year, and since it has been coming up pre- 
viously, in knowing if this right were restored, if the members of 
your organization would be willing, in connection with holding their 
reclass, to offer that in the Government’s reclass in world trade as 
against your present practice. 

Mr. Hetmprecut. No, sir, it would not, because we do not think 
it is proper under the free enterprise system to try to represent some- 
thing which a Government classer might have determined on a very 
impersonal basis. 

We have to live with our customers and we have to cater to their 
desires, and we are unable to do so properly and in competition 
with growers from at least 50 foreign countries if we have to pin 
a tag on a bale of cotton in accordance with a Government classer’s 
a and forever after hold that that is the only value of that 

ale. 
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Representative WuitTen. I didn’t say the only value, but I said 
offer in the first instance. We are talking about cotton that has 
belonged to the United States, but you are asking the U.S. Gov- 
ernment to give you the right of reclass and they either give you a 
refund or the price. 

But to get that right, you are still unwilling to let Government 
cotton passing through your hands to be offered in foreign coun- 
tries or to buyers as the class that the Government fills in. You 
want to retain the right to represent it as being classed higher, if 
you see fit ? 

Mr. Hetmeprecut. Or class it to lower, as you see fit. That is 
true. 

Representative Wuirren. Do you know of any cases where you 
offered it as lower? 

Mr. Hetmprecut. We have something here that may interest you. 
Senator llender has gotten this already from Mr. Cook. Cotton re- 
classed by Government classer was then submitted for form A classi- 
fication, and the class loss was—— 

Mr. Cook. That isa class loss, Mr. Whitten. 

Senator ELtenper. Yes, Mr. Whitten, I have all of the facts given 
by Mr. Cook and I am having them analyzed. 

Mr. Hetmprecut. Mr. Chairman, I would like to read from a paper 
entitled “Color Change in Raw Cotton Related To Conditions of 
Storage,” by Dorothy Nickerson and Josephine J. Tomaszewski. 

At page 489 of that document it says: 

* * * at 85° humidity high, even for the first 3 months of storage the color 
change is very considerable, the white grades yellowing into spotted, the upper 
grades even into tinged, with a darkening as well as yellowing for the spotted 
and tinged samples that were stored. 

You stated, I believe, that you do not agree with the Department 
that these things take place, but I believe that this is a scientifically 
prepared table and is objective, and our experience in the trade is that 
these conditions do prevail. 

Representative Wuirren. There are things I don’t agree with that 
perhaps I should. Who are these individuals? Are they with the De- 
partment ? 

Mr. Hetmerecut. They are with the Department of Agriculture. 

Representative WuirreN. Were they designated in this particular 
assignment ¢ 

Mr. Hetmprecut. This exhibit has been shown to you in the past, I 
am told. 

Representative Wuirren. Thank you, Mr. Chairman, I won’t take 
any more time. Changes have been pointed out. Whether such changes 
really affect the cotton issue, I am not sure. I doubt it. 

Senator ELLeENpeR. All right. Are there any further questions? If 
not, we thank you. 

Are Mr. Wilmer Smith, Mr. B. F. Smith, and Mr. Hilton Bracey 
still in the room ? 

Mr. B. F. Smiru. Yes, sir. 

Senator ELLenper. Please be seated. 
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STATEMENTS OF WILMER SMITH, LYNN COUNTY, TEX.; HILTON 
BRACEY; AND B. F. SMITH, AMERICAN COTTON PRODUCERS 
ASSOCIATION 


Senator ELLENpDER. You may proceed, Mr. Smith. 

Mr. Suiru. I am Wilmer Smith from the New Home Community, 
Lynn County, Tex. I am a cotton farmer and make all my income 
from cotton farming. I am president of the American Cotton Pro- 
ducers Association. The problems of cotton this year have probably 
not been as deeply felt by us cotton farmers as probably other segments 
of the cotton industry. It has worked reasonably smoothly so far as 
we are concerned. Our prices have been good compared with the per- 
centage of parity that the export price and the purchase price set 
upon it. 

However, there are some recommendations that the American Cotton 
Producers Association, as an organization, would recommend being 
made in order to streamline the operation of the program for the next 
year. 

The first one that we would like to call attention to is one that has 
been mentioned directly and indirectly in some of the other testimony. 
That is to require Commodity Credit Corporation to hold their carry- 
over stocks for unrestricted use; hold it off the market where they won't 
be in direct competition with my cotton. Just at the moment, I am 
attempting to harvest and market it. However, methods that might 
be derived by consultation between this committee and the Depart- 
ment of Agriculture would be satisfactory with us. We are not mak- 
ing a specific recommendation on how that might be done. We rec- 
ognize that the cotton merchant has a problem in the reclassing of 
Commodity Credit Corporation stocks when they purchase those. 

Sometimes inequities have developed for them but our organization 
is on record for continuing the prohibition against reclassing of CCC 
stocks after sales. We are not real anxious for moneys to be paid out 
after the sale has been made to the cotton merchant after it has been 
reclassed. However, we recognize that inequities exist and problems 
exist and we are hopeful that the Department and the committee can 
work out together a solution that will help to solve the inequity that 
might be brought to the cotton merchant in this particular problem. 

We would like to eliminate from the warehouse agreement, elimi- 
nate the warehouse agreement from the sales agreement form. This 
requirement seems unnecessary as all documents must clear through 
the purchasing agent and all errors are referred to the purchasing 
agent by Commodity Credit Corporation. 

The agreement of warehousemen costs the producer 25 cents per 
bale, and causes extra work and expense for all concerned with the 
processing of the sales agreement. If the Commodity Credit Corpora- 
tion insists that such an agreement or certification is necessary for legal 
reasons, it should allow purchasing agents to make the necessary state- 
ment at no charge to the producer. 

We would like to see the elimination of the warehouse charges to 
the producer and allow such charges to follow the cotton class A. We 
youd like to see it optional with purchasing agents to place various 


grades and staple combinations on the same form and extended prices, 
and so forth; or place only one grade and staple combination on the 
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form and not require extension of price figures except where the totals 
are concerned. 

This suggestion would probably speed up the preparation of the 
forms as a purchasing agent with heavy volume would separate the 
cotton into similar lots before preparing the documents. 

I think those are some of the things that Mr. King was talking about 
in his testimony before lunch. Make it optional to use a joint check 
in lieu of the lien holder’s signature. 

Now, that problem probably affects us, the cotton producers, more 
than any other one problem, particularly where we have an absentee 
landlord or two absentee landlords. We believe that some faster 
easier method could be substituted for the present signature of each of 
the forms. We believe that the sales agency should retain the cotton 
for sale to the latest possible date. I don’t know what that date would 
be but sales agencies should be allowed to offer this cotton for sale in 
the beginning of the next marketing year. That might be a wee bit 
late, however, if it were kept that long. It might keep the catalog 
from being ready and being a direct competition to us as we started 
the process of selling our crop for the year. 

There is one other item that I don’t believe has been mentioned. It 
would have been mentioned had the cotton merchants finished their 
discussion before I came on, and that was their item No. 5 on their 
agenda, which is very similar to one of our positions. That is, we 
urge that the administrative regulations be so adjusted that they will 
not seerent the full amount of payment in kind subsidy from being 
applied to the cotton moving for export. Now, that particular one, 
I am not at all familiar with since I farm and do not get into the mar- 
keting, once removed from my farm, at all. And if either Hilton 
Bracey or Mr. B. F. Smith would care to comment on that statement, 
or either of the others, I would be happy for them to do so, and any 
question that we might have from you gentlemen. 

Senator ELLenper. Well, that first point you raised, Mr. Smith, in 
regard to the grading. As I understand it, if the Government should 
take over your cotton on a certain grade and if it should turn out 
that that grade is not what it ought to be, you are penalized for it. 
You are charged back for it; are you not? 

Mr. Smirn. That Iam not sure. I don’t believe Iam. I think I, as 
a producer, stand on the grade that I delivered to the Government. I 
may be wrong on that one. 

Senator ELLtenper. The reason I asked, Mr. Cook raised some ques- 
tions in the audience a few weeks ago, wherein he pointed out that 
when the Government sells cotton to the cotton factor, that there is no 
way to force the Government to live up to the grade that is purchased ; 
if it happens to be a lesser grade why the purchaser would lose. 

Mr. ete, I think he is entirely correct on that. 

Senator ELtenper. Yes. Why should it be different? As I under- 
stand it, cotton sold to the Government, if it turns out not to measure 
up to the grade under which it was sold, then the seller is held respon- 
sible. Now, if, on the other hand, the Government sells the cotton, 
why should not the same rule apply ? 

Mr. Smiru. The only answer I could give you on that is that I, as 
a cotton producer, sell my cotton to the Government on a Government 
grade, neither of which I am responsible for, and I have to accept the 
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grade, if I don’t like the first one that I get, I can send back for a re- 
grade but the second one I get I must accept and if I am dissatisfied 
with it then I have one of two choices. Either let it go at that price 
or set it on the open market for what I might get for it. 

Senator ELLENDER. You have a chance though, to see to it that the 
cotton that you do sell is of a certain grade. 

Mr. Smirn. Yes. 

Senator E.ienper. If it is above what the Government states it is— 
that is, if you can improve that grade by getting somebody to say it is 
better than the Government stated—you get a higher price. 

Mr. Sairu. I could get the benefit of the gain. Yes, sir. 

Senator ELLeNpER. You then presume that the same thing should 
apply to the Government. If the Government disposes of this cotton 
to anybody, they are responsible for the grades. They are offering the 
grade. In other words, if the grade they are offering is inferior, under 
that which it is sold, the Government should be responsible for that. 

Mr. Smirn. Well, our organization is on record as favoring reclassi- 
fication after a period of time, before the cotton merchant buys the 
cotton, in order that he would have that opportunity of being assured. 

Senator Ex..enper. I desired to get your view on it because I 
imagine that the subject will be probably discussed later on in the 
afternoon. 

Are there any questions? 

Representative JENNINGS. Yes, sir. As I understand it, most of 
this regrading takes place, apparently, due to the degrading while the 
cotton is in storage—that it loses some of its quality. 

Senator ELLeNpeER. I would not be in a position to leon why a cot- 
ton merchant wants it regraded. It might be that it deteriorates. It 
may be that we are just human. A1l of our cotton classing office people 
are human. There are some errors made and regrading certainly 
would correct the deterioration, and it would correct errors. 

Representative JenninGs. We had some testimony before the com- 
mittee last fall, that the gentleman from Arkansas will recall specifi- 
cally, that some quite sizable amounts of money had been rebated for 
an alleged change in quality in the exchange of cotton. 

Mr. Sairu. That is quite true and, as I recall, quite a bit of pub- 
licity was given to some of those rebates. That is the reason that 
our organization would prefer that those grades be done before the 
sale is made rather than after, so that it will not be necessary for big 
sums of money to be paid in the form of rebates, 

Representative JenNiNGs. That is what I thought your testimony 
indicated at the very beginning. I thought that was the point you 
were bringing out. I wanted to make certain. 

Representative Hagen. Insofar as the grower is concerned, is this 
procedure, disposing of this cotton, any more complicated than the 
old getting of cotton under the loan? 

Mr. Soirn. Out at the local gin level we note very little difference, 
except for the fact it might be a few days slower. Our cotton pur- 
chasing agents tell us that the bookwork that they have, the paper- 
work that they have to do, takes a little time, and I have observed 
in my local gin it is a wee bit slower. Our accounts receivable have 
run considerably higher this year than ever before and our growers 
tell us it is because they are not getting their papers processed quite 
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as fast. However, I would not say it has been a grievous problem. 

Representative Jennines. Then you are saying, as far as you are 
actually concerned, that there is very little difference from the grow- 
ers’ gin standpoint and one—— 

Mr. Smirn. I would not say from a ginner if he is a purchasing 
agent, because he has quite a lot of extra paperwork to do if he is 
a purchasing agent. It causes his accounts receivable to go quite 
high, particularly if he is financing cotton harvesting. 

Representative Jennies. Strictly from the growers’ standpoint, 
there is very little difference, if any ? 

Mr. Smrru. Actually, I see very little. 

Mr. Bracey might have a different idea from what I have. He 
might have a different opinion over in Mississippi. If he does, I 
wish he would tell us about it. B. F. Smith might have a different 
opinion. 

Mr. Bracey. I would say this: It is going to vary between different 
areas of the country but, as a rule, in our area it has worked rea- 
sonably well from the producer’s standpoint but that does not mean 
it is all right. I don’t want to leave that impression. 

Representative JenniNGs. I did not want to infer it was all right. 
I did want to try to confirm what level it was taking. 

Mr. Bracey. Now, the Department has cooperated with us in 
streamlining the program this year. If they see fit to go along with 
some of the recommendations we are proposing here today, it will 
work much better. I think they recognize that—I really feel like 
they will go along to a certain point on some of these things. 

I would like to make one other observation, Mr. Chairman, if I may, 
on this first point about taking CCC stocks out of competition with 
the new crop. That is extremely important to the producer, Mr. 
Gathings. This year the cotton averaged about 30 cents a pound. 
Next year the average may be 28 cents. This year we made a bumper 
crop. The decrease in price is more or less increased by the yield next 
year. If we make a normal year, and get 28 cents a pound for it, you 
are going to hear a lot of weeping and wailing from producers. We 
don’t need a lot of this competition. Certainly, competition from the 
Commodity Credit is going to play a mighty important part in the 
sale of cotton at the producer level in 1960. I am talking about the 
carryover stocks. 

Mr. Surru. Mr. Chairman, I would like to make one other state- 
ment. That is this. We, as cotton farmers, are dependent upon the 
cotton merchant. We are dependent upon the futures market. We 
are dependent upon the mills. Our economy is tied to theirs and I 
believe that theirs is tied to ours and when they have a serious problem, 
if it is not detrimental to us, we would like to support it. 

Senator Exi.enper. I share that same view. As a matter of fact, 
several years ago, attempts were made to have the Department regu- 
late margin requirements on commodity exchanges and, as a member 
of the Agriculture Committee, I opposed that. Fortunately, this was 
the view of the majority and the Department of Agriculture aban- 
doned the hope of regulating such margins. 

Are there any other questions? 

Representative Gatuines. I would like to ask, Mr. Chairman, 
whether or not the cotton producers agree with the recommendations 
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that have been advanced this morning, at least No. 3 or No. 4. What 
do you think about these recommendations ? 

Mr. Smiru. Mr. Gathings, in our discussions on those items, we 
had not had an opportunity to clear them with our own local boards 
before we came to this meeting in Washington the day before yester- 
day. There is a little bit of difference of opinion in our groups on 
No. land No. 3. I think that we do not object to the motives that are 
in back of them. I think the motives are an attempt to get cotton 
to move in on the normal trade channels. That, I think, we agree 
on; but, as to the mechanics of it, there might be a little bit of differ- 
ence of opinion in our group on No. 1 and No. 3, I believe. 

Representative Garuines. You bring your own recommendations 
here today ? 

Mr. Smiru. We bring in our own that we have agreed upon. We 
know we are not going to make a statement that our people disagree 
with us on, and on those particular items, we will have them on our 
agenda for our next board meeting of the ACPA and will take a 
positive position on it one way or another. 

Senator Exttenper. Are there any other questions? 


Thank you. 


STATEMENT OF B. F. SMITH, EXECUTIVE VICE PRESIDENT, DELTA 
COUNCIL 


Mr. Smiru. Mr. Chairman, and gentlemen, my name is B. F. Smith. 
I am executive vice president of Delta Council, an organization repre- 
senting the Yazoo-Mississippi Delta. Our area depends upon cotton 


for its chief source of income. Therefore, anything affecting cotton 
and its future is of great concern to Delta Council and its members. 

We recognize that the Agricultural Act. of 1958 was passed as an 
emergency measure and that it. represents a compromise of many 
points of view. Basically, the ap. poe is designed to— 


1. Assure a stable supp 
sumption and for export. 

2. Meet the competition of rayon and synthetic fibers by mak- 
ing it possible for domestic mills to obtain needed cotton supplies 
at more competitive prices. 

3. Provide a 2-year transition period during which time cotton 
farmers would not be required to absorb all of the price adjust- 
ments needed to make cotton more competitive. 

4. Safeguard our export markets on a fair-share basis. 

A little more than a year ago, when this law was under considera- 
tion, cotton farmers were faced with a drastic cut in acreage. Also, 
rayon was being blended into many end-use products that had been 
traditionally 100 percent cotton and it appeared that this threat was 
on the increase. This presented a serious threat to domestic markets. 
According to the best information that we could get, most of the 
blending \ was taking place because of price. W ithout going into the 
relationship of price to markets, I would like to call your “attention 
to the fact that the main point of competition between cotton and 
oher fibers is at the mill door. Our textile industry is no longer en- 
tirely dependent upon cotton and other natural fibers. Textile mills 
now have a choice of a number of fibers. Cotton-industry leaders and 


y of desired qualities for domestic con- 





76 1960 COTTON PROGRAM 


Congress recognized this problem. It appeared for a while that needed 
legislation could not be accomplished; however, agreement was finally 
reached. 

In spite of all the criticism directed against the cotton program, a 
close appraisal will disclose that it has been achieving the four basic 
objectives already mentioned. This is not to say that some simplifica- 
tion of the program is not highly desirable; however, in trying to 
make the program more simple, care must be taken not to lessen the 
effectiveness of the program as it pertains to basic objectives. 

Gentlemen, as producers, we would not intentionally harm any seg- 
ment of the industry. We recognize the need for fully functioning 
futures markets. We know that the transitional phase of the pro- 
gram has required some changes in traditional methods of doing busi- 
ness. I believe it only fair to point out, however, that the big ad- 
justments in trying to balance cotton supply with demand and in 
meeting price competition have all been at the farm level. In other 
words, farmers are the ones who have had to absorb drastic acreage 
cuts and farmers are the costs who have had to absorb the price reduc- 
tions. Shouldn’t some of these adjustments be shared by other seg- 
ments of the industry ? 

Since the cotton program has actually been in operation for less 
than one full marketing year, we consider it to be very unwise and 
would oppose changes at this time that would require legislation. In- 
stead, we would propose that administrative changes be made, if pos- 
sible, to simplify the program and make it more effective. The Amer- 
ican Cotton Producer Associates Board of Directors prepared a num- 
ber of recommendations designed to reduce the paperwork and 
simplify the program. These recommendations have been presented 
by Mr. Wilmer Smith and we wish to offer our endorsement. 

With specific reference to the five-point program presented by Cot- 
ton Exchange representatives, we understand that the proposal under 
which the A producer would be given a transferable option to repur- 
chase his cotton from the CCC at 110 percent of the B support level 
is not possible under the existing law. We certainly do not favor leg- 
islative action in 1960 to accomplish this change. 

Some of the statements that have been made might leave the im- 
pression that A producers have no alternative under the current pro- 
gram but to sell their cotton to the CCC at the designated purchase 
pare and also that it is not possible for A producers to obtain price 

enefits that might accrue because of the demand for certain qualities. 
This is not the case. While the A producer may sell his cotton to the 
CCC at the designated prices, and he certainly will do so in most cases 
if market prices are below the purchase price, he also can offer his 
cotton for sale on the open market. This year, because of the demand 
for low grades, A producers have been able to sell a substantial quan- 
tity of cotton on the market at prices above the A purchase price. 
There was no cost involved to the Government for such transactions. 

We do endorse the recommendation setting carrying charges at 
approximate commercial levels, beginning August 1, 1960. 

Ve also endorse the proposal stating that “beginning March 1, 1960, 
PIK certificates shall be made applicable to previous purchases under 
the current program and also to subsequent purchases of CCC cotton 
for 6 months from the date of issuance.” 
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On the question of reclass of cotton purchased from CCC, we believe 
that shippers have justifiable reasons for urging some modification in 
the present policy which does not pets reclass or review. While 
we continue to oppose reclassing of cotton after purchase, it would 
appear that some satisfactory arrangement could be worked out 
through which shippers could secure reclass before purchase, or per- 
haps the USDA could reclass entire lots when there is reason to believe 
that quality reevaluation is in order. 

It has been proposed that CCC carryover stocks shall not be sold for 
unrestricted use during the 1960-61 season at less than 115 percent of 
the then current B support price. The USDA has pointed out that 
this would tend to defeat one of the benefits of the 1958 act—namely, 
the making of U.S. cotton available to domestic mills at prices more 
competitive with those of synthetic fibers. This is one of the basic 
objectives of the Agricultural Act of 1958. In addition, it appears to 
us that this proposal in its present form would have the same effect on 
the export program. 

As producers, we are concerned with the fact that in 1960, for the 
first time, CCC carryover stocks will be offered for sale in direct 
competition with the movement of the current crop. Price levels in 
effect for 1960 will be somewhat lower than producers had anticipated 
due largely to the change in the parity formula. We are concerned in 
that the carryover stocks will depress the market price for new crop 
cotton during the marketing season. This will adversely affect the 
position of choice B producers. We believe that this problem can be 
solved administratively and we certainly hope that producers will be 
given needed protection during the marketing season. 

In closing, I would like to emphasize the fact that the reestablish- 
ment and maintenance of a fair share of the world market for U.S. 
cotton is an essential part of any long-range cotton program. This will 
not be possible without a consistently positive export policy on a fully 
competitive basis that will be recognized throughout the world. Fail- 
ure to maintain such a policy will mean that this country will be the 
residual supplier in world markets and that U.S. cotton producers 
will be required to continue making the supply adjustment for the 
entire world. Our export policy should not only be geared to main- 
tain our historical share of the world market, but also a fair share 
of new markets that our foreign aid and economic development 
programs have helped to create. 

Congressman Whitten made reference to Russia’s productive capac- 
ity and the quality of Russian cotton. There is also another factor 
that must be recognized if the cotton-producing and cotton textile 
segments of our economy are to ever enjoy a stable and profitable level. 
Communist and dictator-dominated countries now produce and con- 
trol large cotton supplies. For several years, the Communist bloc as 
a whole has been more or less self-sufficient in cotton. They have now 
started trading outside the bloc. Russia’s production has been listed 
at more than million bales, while Red China has increased cotton 


production enormously. 

The Foreign Agricultural Service, U.S. Department of Agriculture, 
has officially recognized this threat. In a publication entitled “Pros- 
—— Foreign Trade in Cotton,” the Foreign Agricultural Service 
stated : 
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“In recent years, there has been considerable evidence that the 
U.S.S.R. and Communist China can trade in cotton or cotton textiles 
ina manner that has a most demoralizing effect upon world prices and 
trade. An example is the Russian slaenone of Egyptian cotton at a 
high price during the Suez crisis and the repor ted resale of some of 
the cotton in Western Europe at prices that tended to undermine the 
price level for extra long staple cotton. Mainland China’s current 
drive to push textiles is also a case in point. 

“The ability and willingness of these countries to make use of cotton 
and cotton textiles as a political and economic weapon is disconcerting. 
What is even more serious is that their rapid expansion of production 
may well increase their capacity to handle the supplies at their dis- 
posal so as to exert an increasing demoralizing influence on world 
markets.” 

In facing up to this challenge in a realistic manner, we must rec- 
ognize that this country has an effective counter weapon in the full 
authori ity granted by Congress to meet competition in foreign markets 
and in the productive capacity of our cotton industry. This weapon 

‘annot be employed in an effective manner, however, unless we main- 
tain a positive, continuous export policy that is recognized as such 
throughout the world. 

Thank you very much. 

Representative Boces. What export policy do you advocate? 

Mr. Smiru. The policy that our cotton will be made competitive 
in foreign markets on a continuous basis. 

Representative Boacs. What country is the best market we have for 
cotton today ? 

Mr. Smirn. The United States. 

Representative Boces. No. What foreign country / 

Mr. Smirin. Well, we have been selling quite a bit in the past to 
Europe and Japan, of course, is a good customer. And some of the 
others. 

Representative Boaes. What is the best customer now’ You know 
the answer. Outside of the United States, I mean. 

Mr. Smiru. I don’t know the single best customer, Congressman. 

Representative Boces. How do you advocate, or how can you ad- 
vocate an export policy if you don’t know who buys? 

Mr. Soirn. I am not a cotton merchandiser or seller, but as pro- 
ducers, we know that traditionally a large part of our cotton must 
move in the export market. 

Representative Boecs. What markets are they moving in now, ex- 
portwise ? 

Mr. Smirn. What countries, do you mean ? 

Representative Boecs. What countries, certainly. The country is 
the market. It’s not in the Atlantic Ocean. 

Mr. Smirn. It’s a good long list of countries that buy it. For ex- 
ample, there’s England, Germany, the Netherlands, and all of the 
Western European connbtioe-—tibe free countries. 

Representative Boces. I should not be im the position of informing 
you what you well wowed but the best customer is Japan. 

Mr. Smrrn. I mentioned Japan a moment ago. 

Representative Boces. But you did not say it was the best customer. 
What policy do you advocate toward Japan, to be specific? 
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Mr. Smiru. I advocate the same policy toward Japan as we do to- 
ward the others. Our cotton will be made competitive with any other 
growers in the world at any particular time. 

Representative Bocas. What do you mean by that:? 

Mr. Smiru. That the price will be on a competitive basis. 

Representative Boces. Let us assume it is on a competitive basis. 
How does Japan buy? Where do they get the dollars to buy it with? 

Mr. Smirn. We a sold and supplied a good bit of cotton to 
Japan under our foreign-aid program and Public Law 480 and they 
have accumulated some dollars. 

Representative Boces. Do you advocate we continue our foreign-aid 
program just to sell cotton ? 

Mr, Smiru. As long as we have foreign-aid programs 

Representative Boecs. You didn’t answer my question. I am ask- 
ing you to tell me wha kind of an export program we ought to have, 
and you say we ought to hav ea pr ic e progr am. 

Mr. Surru. Yes, sir. 

Representative Boges. Japan buys more of our cotton than any 
other country. I think it is probably the best purchaser of tobacco 
and one of the big purchasers of soybeans. 

Do you advocate restrictions on the Japanese textiles coming into 
the United States? 

Mr. Smiru. In cerain categories and under certain conditions, I do, 
because they are gettimg a lot of cotton from other places, too. 

Representative Bogeas. What restrictions do you advocate? 

Mr. Smirn. Do you want to go into the entire import situation? I 
think we can stay here all day. 

Representative Boaes. Mr. Smith, you talked about an export mar- 
ket. I didn’t talk about it. It is all facts and suppose you don’t en- 
gage in generalities now, but let’s be specific about it. 

How are you going to provide Japan with dollars to buy delta 
cotton ? 

Mr. Smirn. Up to now, as I said, we moved a lot of cotton to Japan 
under Public Law 480. 

Representative Boges. Public Law 480 is a giveaway program. 

Mr. Smirn. Yes. 

Representative Boces. You understand that ? 

Mr. Smiru. Yes, sir. 

Representative Bocas. The only thing you advocate is giving it 
away ¢ 

Mr. Smiru. No. If we can sell it for dollars, I certainly think we 
should and if we can sell it in any way we can, we should. 

Representative Boacs. What specific objection do you have to the 
proposal submitted here by the other members of the trade? 

Mr. Smiru. Well, we agree with three of them. 

Representative Bocas. What is your objection to the others? 

Mr. Smiru. In the first place, our group, in discussing their No. 1 
proposal, we were given to understand that there was a big question 
as to whether the program was even legal in its present form. 

Representative Bocas. It is not your function to determine the 
legality of it. 

Mr. Smiru. No, but we were told it was probably not. I think the 
information has been submitted to the committee. Very frankly, Mr. 
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Boggs, our people in discussing this program where all of the pro- 
ducers would be given this option whith would mean more or less 
they would be designated as sales agencies, has so many ramifications 
and complications that it was very difficult in the extremely short 
time we have had to discuss it and analyze it and to go into all of 
them. 

As producers, we do not want to be placed in the position under 
the A program, after we already have the Government acting as the 
purchaser, of coming back as producers and saying, “Here. That is 
not quite enough now. We want you to give us some more support.” 

That is the reason why I said I was very glad some of these other 
people have taken the position of the producer into consideration. 

Representative Boces. I am trying to understand you. You said, 
No. 1, you did not think it was legal. 

Mr. Surru. Yes. 

Representative Boees. And I imagine that is up to somebody else 
to determine. 

No. 2, you said you did not understand it. 

Mr. Suir. No. I said it was extremely difficult to appraise all 
of the implications of the program in the period of time we have had. 

Representative Boces. What do you mean by that? 

Mr. Smiru. I mean, we have had a very short time to study this 
program in our area. Our producers, their position is considerably 
different from the one here in that they don’t know whether they 
want to come back here and endorse it or not. 

You notice on the first one I didn’t say we were absolutely opposed 
to it, but said we could not endorse it. 

Representative Bocas. Are there any price considerations involved 
here, and if so, what ? 

Mr. Sairu. I would say, of course, that one of the general things 
is that this would tend to increase prices. 

Representative Bocas. How much so? 

Mr. Sorru. I don’t know how much so. 

Representative Bocas. Does the present act increase prices ? 

Mr. Smiru. The present act, I think, tends to reduce prices. 

Representative Boaes. How would parity in 1961 compare with par- 
ity in 1960 under the present act ? 

Mr. Smiru. Parity is increasing, so I suppose parity would increase 
in 1961 compared to 1960. 

Representative Boces. How would the selling price compare if pur- 
ity is increasing ? 

Mr. Smiru. The support price would be reduced. Therefore, the 
selling price would be reduced. 

Representative Boges. The selling price would be reduced in 1961 
if the parity price went up? 

Mr. Smiru. In 1961 the support price is 70 percent of parity. 

Representative Bocas. Yes. 

Mr. Smirn. That is right. We go on—in 1961 we also go on the 
average of the crop which is 130 points less than that what will be 
in effect this year, and in 1960. 

Representative Boaes. I am just seeking information now. Under 
the existing act, how will you project the selling price for next year as 
compared to this year? ‘This year, as I understand it, it is consider- 
ably lower than last year. 
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Mr. Smrru. Yes, sir. 

Representative Boaes. Despite that the differential between what 
the farmer gets and what they will sell it for is quite substantial. 
How do you project the selling price next year? Do you think it is 
lower or higher ? 

Mr. Smiru. The way we figure it out, it will be approximately $10 a 
bale lower. 

Representative Boces. Then it is your contention that because of the 
possible projection of $10 a bale lower, you should oppose this pro- 
gram that might keep these people in business ? 

Mr. Smrru. We are not at all sure it will keep them in business, 
Mr. Boggs. 

Representative Boeges. Are you interested in keeping them in 
business ? 

Mr. Smiru. If we can keep them in business and not jeopardize 
the overall interests of the cotton producers—and I am not saying 
we are satisfied that it does—we are certainly interested in keeping 
them in business. I stated at the outset we recognize the need for a 
fully functioning market. 

Representative Boaes. How can they stay in business if they don’t 
have one transaction aday? How can they pay their help? 

Mr. Sarru. I think there may be other ways this can be freed up. 
Congressman Whitten had an idea that can put some play in the 
future market, and it was discussed here earlier. 

AD PLAANR TD Boges. I am sure there must be other ways, but my 
eople have been telling me now for 3 years they were going out of 
usiness. When I read these figures in the Wall Street Journal this 

morning, I am pretty well convinced they are out of business. To me 
it is rather astonishing that a producer who must believe in private 
enterprise would come in and oppose a program which seeks, little 
though it may be, to get the Government out of this operation. 

Do you think it is a good idea for the Government to be the pur- 
chaser, the seller, the agent, and every other thing in this operation ? 

Mr. Smiru. We would like to see the Government out of the cotton 
business just as soon as it is possible, Mr. Boggs. This program was 
passed as an emergency measure. It was passed more or less as a last 
resort. I know the members of the House and Senate Agriculture 
Committees got very, very sick and tired, so to speak, or dealing with 
the cotton problem at that time. 

On the other hand, I believe we have had two bills passed and 
killed. The end of the Congress was coming. We could not take 
the big cut in cotton acreage. We had to do something to meet com- 

etition. This program seemed to offer an opportunity. The pro- 
ucer was going to take some adjustments in this program. 

Under the permanent features of this program we were given more 
adjustments than hitherto, and I had hoped the gentlemen of the 
committee would give that some consideration at the proper time, 
because with the new parity formula we are letting prices down faster 
than we thought, and I am not sure that farmers can make it under 
that situation. We certainly want to do everything we can to help 
all segments of the industry, but let me say this: These proposals 
which will somewhat help producers were not proposed by cieleee 
but were proposed by someone else. We attended a meeting in New 
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Orleans where this was proposed the first time. 
here for the last 2 days in discussion. 

In representing an organization on a thing that is this basic and 
fundamental to all of us, we cannot come up and recommend anything 
which might not act in the best interests of the producers and cotton 
markets down the road. 

I think it will take a very careful evaluation and one much more 
competent than I to make it. I hope we can certainly get the best 
analysis of the problem that we can before the final determination is 
made. We have no reason for not wanting the futures exchanges to 
stay in business and do well. Wedo. 

Representative Bocas. I am not questioning for one moment your 
good faith. I think it would be unbelievable if you did not want that 
to happen. It seems to me that all of these things are interdependent 
upon one another. The only thing that concerns me is, here you have 
a patient who is just about breathing his last breath, and the doctors 
are in consultation. They have decided there is no remedy they can 
give this patient, apparently. Inthe meantime he is going to die. Now 
I bow to no one in my interest in the cotton business. I have fought 
as hard as anyone can for an expanded market for you. I do not think 
cotton can exist without an export market and I do not think that the 
South or the Nation can live without a proper cotton economy, which 
means a textile economy as well. 

However, the idea that we can transfer all of these things to the 
Federal Government and maintain freedom in the cotton business just 
is not so. If you let the cotton exchanges go out of business sooner 
or later you will have complete and total Government control of your 
operations, just like Mr. Jennings pointed out this morning about the 
mass of overwhelming data that must be filed now. 

This is the only way you can handle a Government operation and 
the only way you can keep them from stealing the taxpayers blind. 
Ultimately, that is what the farmer will face if we keep on doing this. 

Pardon me for making speeches. Iam through now. 

Senator ELtenper. Any further questions? 

Representative Wuirren. Mr. Smith, what is your judgment of 
these recommendations which have been made here so far as the relief 
is concerned decided by the exchange? Under their proposal the 
farmer would have 3 months in which to try to sell at the higher price, 
or is it the other phase of it which calls for the Government to hold its 
supplies off the market ¢ 

Which one would have the effect they are seeking, in your opinion ? 

Mr. Smiru. As I understand it, it is the latter, Congressman. 

Representative Wuirren. What has been our experience in years 
past when the Government held its supply off the world markets so 
as to create a tight situation and to make a better market for the 
moment ? 

Mr. Smtru. The cases where that has happened, some other foreign 
countries got those markets. 

Representative WuiTren. In the final analysis, that led to more pro- 
duction in foreign countries and less production here. 

Mr. Smiru. It led toa transfer of our acreage abroad. 

Representative Wuirren. I hesitate to take the time to get my views 
in the record, but I would like to repeat what the chairman said. If 


We have been up 
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our Public Law 480 is important, our military spending in foreign 
countries is important, and if all of the overall long-range interests of 
the United States are important, at the moment, in the ‘long run it is 
that our cotton be laid on the counter at competitive prices ; with any 
other producers, because it is that, in the final analysis, that keeps down 
the increase in foreign production. 

As beneficial and necessary as the special programs are, the one 
thing that is absolutely imperative to the American cotton farmer, 
as I see it, is that his production will continue on the world market as 
at a truly competitive price as they can get anywhere else. 

Mr. Smiru. I think the Congressman is right. That is exactly 
the point I was trying to make and stress. "The importance of a 
continuous and positive export policy. 

Representative Wuirren. Thank you, sir. 

Senator Ertenper. Thank you. Ts Robert C. Jackson here? 

Mr. Jackson. Yes, sir. 

Senator ELLENDER. Will you step forward ? 

Is Mr. Herbert M. Lineberger here ? 

Mr. Linesercer. Yes, sir. 

Senator ELLenper. Will you step forward ? 

All right, proceed Mr. Jackson. 


STATEMENT OF ROBERT C. JACKSON, EXECUTIVE VICE PRESIDENT, 
AMERICAN COTTON MANUFACTURERS INSTITUTE, WASHING- 
TON, D.C. 


Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, my name is Robert C. Jackson. I 
am executive vice president of the American Cotton Manufacturers 
Institute, which has its headquarters in Charlotte, N.C. Our Wash- 
ington office is at 1145 19th Street NW. 

Perhaps I should explain, it had not been our plan to appear here 
today since our industry has not had an opportunity to consider 
officially the various proposals under consideration. However, quite 
a few individuals and groups who are interested in this subject. indi- 
cated they would like to have some sort of reaction from the textile 
industry In response. 

It is in response to that that we would like to make a relatively 
brief and rather general statement today. Actually we just did 
some hurried checking with some of our industry leaders yesterday 
afternoon and the statement was Oat this morning. 

The textile industry has consistently worked with all segments 
of the cotton industry, the Congress and various agencies of govern- 
ment in efforts to deal effectively with some of the basic problems 
which have stood in the way of a reasonable expansion, so necessary 
for prosperity in the whole cotton industry. It isn’t necessary to 
remind you gentlemen of the fact that for a good many years cotton 
has failed to share equitably in the expansion of our Nation’s econ- 
omy. For years you have been diligent in your efforts to seek out 
all the factors having a bearing on the problem and deal with them 
effectively. 

In all of these considerations, it has been clear that the ability of 
cotton to achieve its maximum potential was in direct proportion to 
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the competitive structure of the industry in the basic factors of 
quality, research, promotion, supply, and price. Over a period of 
the past several years there have been volumes of testimony and 
evidence presented to you relative to all of these factors and I believe 
there is general agreement in this area. Certainly the industry, the 
Congress and the Government have teamed up on all of these fronts, 
and there is the most concerted effort in the history of the industry 
to make cotton more competitive in quality, in research, and in pro- 
motion. That goes all the way from the breeding of the seed to 
the finished product. 

Last year, after the most intensive investigation, the Congress took 
a long step forward to deal with the other two basic competitive 
factors of supply and price. The action came after one of the great- 
est shows of unanimity in the history of the industry. 

When the Agricultural Act. of 1958 was enacted, it was recognized 
by all concerned that it involved many compromises and that it was 
not ideal from the standpoint of any one segment of the industry or 
of the Government. It was recognized also that it involved many 
new and complicated procedures of marketing, handling, and dis- 
tribution. It was apparent that a difficult transitional period could 
not be avoided, both for the industry and the Government, 

But it was also apparent that the Congress, the Government and 
all segments of the industry had teamed up in a firm move to make 
cotton more compress? at home and abroad. The textile industry 
feels very strongly that your action last year gave to cotton and its 
future a degree of confidence and hope that the fiber has not enjoyed 
in many years. 

We are now in this difficult but anticipated period of transition 
from the old to the new program. There have been many _ head- 
aches for everyone concerned, but experience in operating under the 
new procedures is already lessening the difficulties. 

One of the most serious consequences resulting from the new law 
is an acceleration of the disruption which has prevailed for several 
years in the normal function of the cotton exchanges. With the 
exception of the cotton merchants, probably no group in the country 
has been more dependent on the Taian than has the textile manu- 
facturing industry. 

I might add also that no one is more interested in its future, 
because it has been a vital part of the textile industry’s operations 
for many years past. 

Thus for obvious and very practical reasons the mills have been, 
and are, most sympathetic to the current status of our cotton exchange 
operations. In fact, in a statement of fundamentals regarding U.S. 

overnment cotton policy adopted by our organization on June 27, 
1957, and which is still our guiding set of principles, we emphasize 
the importance of cotton moving through normal channels of trade. 
That statement already is on record with the Agriculture Committees 
of both Houses of Congress. 

Now, in meetings called by the exchanges, a number of proposals 
have been discussed during recent weeks, proposals which would 
change in various ways either the law as it was passed last year or the 
administration of that law. At the invitation of the exchanges we 
have had observers present at these meetings. It is our impression 
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that as a result of the discussion and examination of the problems that 
have already taken place, some of the suggested proposals have been 
revised or modified. Thus there has been no opportunity for the 
American Cotton Manufacturers Institute to take official action on any 
of the suggested remedies; in fact, up to this time there has not been a 
firming-up of opinion to a point where specific action by our industry 
would be timely. 

Our organization, through its official machinery, of course, will con- 
sider any proposal submitted here today, or later, which would increase 
the efficiency of the present program, or which would ease the prob- 
lem of the exchanges. We must make it clear, however, that the cot- 
ton manufacturing industry would disfavor any proposal that is con- 
trary to the overriding objectives of keeping cotton as competitive as 
— in supply and price—either or both of which factors could 

involved in some of these considerations. 

It would be our hope that if any changes are made, they will come 
as a result of the most careful consideration by all interested groups, 
in and out of Government, and virtually unanimous agreement. that 
the proposed changes would achieve the desired objective. One of the 
factors that has plagued cotton in its competitive battle with other 
fibers has been the constant changing of marketing and pricing pro- 
cedures, often as a result of congressional or Government actions. 

Now, even though the present law leaves a good bit to be desired on 
the part of all groups concerned, it is generally recognized as a long 
step in the right direction and, without question, has generated new 
confidence in the fiber’s future. Any proposed change logically 
should be weighed in light of its impact on this new confidence which 
is so vital to the important goal of expanding cotton’s markets. 

Mr. Chairman, lovee heard most of the discussion here today I 
might add that we wish to make it clear at this time that we are not— 
and we have made it clear on the part of observers who were present at 
an industrywide cotton meeting as late as yesterday—I was away and 
just got back last night—that we are not at this time in an official posi- 
tion to be for or against any of the specific proposals because there has 
been no opportunity. They have been in a fluid state. I do think, 
though, that the statement that has been made here today primarily 
emphasized two points—one, our genuine interest in the future of 
the exchanges; and, secondly, our genuine and continuing concern 
about the competitive status of cotton and its future, which would be 
the guiding principles on which the industry would act. 

Senator Sinaia As I understand it, you would favor any ad- 
ministrative regulations that would assist in keeping the exchanges in 
business ¢ 

Mr. Jackson. Yes, sir. We would certainly favor any administra- 
tive changes that would help solve the problem of the exchanges so 
long as, as I stated, it did not interfere with this continuing objective 
that the whole industry was so unanimous on last year, and that is the 
apenere of keeping the fiber competitive in the markets at home and 
abroad. 

Senator ELLENDER. But is that one of the chief functions of the 
exchanges ? 

Mr. Jackson. Yes, sir. 
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Senator ELLENDER. Do you have faith in those who testified here 
and studied this problem and who believe that if the suggestions made 
by them were handled administratively by the Department that that 
goal could be reached, that is, to keep them in business ¢ 

Mr. Jackson. Mr. Chairman, I think if in the opinion of all the 
groups concerned that these proposals that have been made would 
achieve that objective—if it is their opinion it would obviously 
carry a lot of weight. I would say at the same time from the stand- 
point of the textile industry, which is always looking at the con- 
sumption picture as one of its major considerations, it would want to 
examine each of these proposals very carefully before it took any 
official position on it. 

Senator ELLENDEeR. You heard, you said, most of the testimony to- 
day that Congressman Boggs brought out with some figures that 
were extended today showing that the price of raw cotton had been 
decreased by 10 percent and the price of the textiles was growing or 
increased by 20 percent. How do you account for that? 

Mr. Jackson. Mr. Chairman, I would be interested in knowing what 
figures specifically they were. What isthe reference ? 

“Representative Boces. They were from the New York Wall Street 
Journal of today’s date. I imagine their figures are accurate. Show 
it to him. 

Senator ELLenper. I did not want to go into details on it. 

Mr. Jackson. I would like to comment on it for just a minute. 

Senator ELLenver. I think it isa little bit off the beam. 

Mr. Jackson. Let me comment on it if I may. 

Senator ELLENpDER. Since you represent ‘the manufacturers you 
might have a ready answer for it, I thought. 

Mr. Jackson. I think what those figures are, Mr. Chairman, I think 
what he is probably referring to is the difference between the so-called 
ash prices for 80 square print cloth; 80 square is one of the bell- 
wether fabrics for the industry. 

Representative Boces. Isn't it a fact that it is a cotton cloth ? 

Mr. Jackson. Oh, yes. 

Representative Boces. It is all cotton ? 

Mr. Jackson. Oh, yes. I say it is all cotton. It has been all cot- 
ton. There has been a good bit of experimenting with the mixing of 
rayon with it in recent vears. 

Representative Boges. But it is cotton ? 

Mr. Jackson. It isa cotton cloth. 

Representative Bogas. So it is a thing that comes from a bale of 
cotton, is it not? 

Mr. Jackson. Yes. 

Representative Boaes. That is all I want toknow. 

Mr. Jackson. Here is the point I want to make. The quotation 
here refers to the cash prices of 80 square print cloth in the New York 
market as being about 23 cents versus 18 cents or 1814 cents at this 
time last year. Mr. Chairman, there are two or three factors involved 
in this. In the first place, this is talking about only one construction 
but in the next 

Representative Boacs. Excuse me just a minute. Do you have the 
figures on the others ? 

“Mr. Jackson. I have some figures overall which I will give you. 
Yes, sir. But let me say even on 80 square print it is very “mislead- 
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ing and for this reason: I hold before me, Mr. Boggs, yesterday’s 
Daily News Record. That is a daily publication circulated very 
widely in the textile industry. It is on the desk of every textile buyer 
and seller, I suppose every morning. It quotes here 80 squares for spot 
delivery at 23 cents. Spot delivery 23 cents. It quotes for first quar- 
ter delivery next year 2214 cents and for second quarter delivery 
2014 cents. 

The truth of the matter is that there are few 80 squares available 
for immediate delivery. That price is high because they are not 
available. There are a few scattered around the country in the hands 
of so-called secondhand dealers and if anybody has to get an immedi- 
ate delivery on them he has to pay the price in order to get them. 
However, if they want to buy these goods they have to buy them into 
the second quarter of next year. 

Representative Boees. Would this indicate that the industry has 
many orders on its books ? 

Mr. Jackson. Yes, it does. It is in a good order position. This is 
for the first time in a long while. 

Representative Bocas. Right. I congratulate you and I think it is 
fine. In other words, what you are saying is that the cotton textile 
industry, the manufacturing end of it is in such a condition that at 
the moment the looms are humming and orders are good. Is that 
right ? 

Mr. Jackson. I would say in comparison with the situation we 
have had for a number of years, we are definitely in a much better 
position than we were. Of course the improvement in textile markets 
is important for all of us in the cotton industry from producer to 
finisher. Already the textile industry has increased its planned ex- 
penditures for research and new equipment. This will enable us to 
do a better job in cotton marketing. 

Representative Bocas. How does that compare with the situation 
existing in the New Orleans and New York Cotton Exchanges? 

Mr. Jackson. I think it would be comparable to the situation, per- 
haps, that they were enjoying a few years ago when times were real 
good with them and perhaps very bad with us. 

Representative Bocas. Now, 1 don’t follow that. 

Mr. Jackson. We want them to be profitable, Mr. Boggs. Hon- 
estly we do. 

Representative Bocas. I hate to get you back on the point, but I 
don’t quite understand your answer. 

Mr. Jackson. You said how does that compare. We know the bad 
situation which the exchanges face. 

Representative Bocas. Isn’t the fair answer—and I genuinely con- 
gratulate you and, believe you me, I am glad to see the cotton textile 
industry prospering, because it is important to everybody in the 
South and everybody in the country. 

Mr. Jackson. I know that. 

Representative Boaes. But do you not think it is also important 
that other segments of the industry get along? 

Mr. Jackson. Yes, sir. 

Representative Bocas. Why hasn’t it been possible, Mr. Jackson ? 
You are a reasonable man. I have had a lot of dealings with you 
and I have profound respect and admiration for you. 
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Mr. Jackson. Thank you. 

Representative Boces. I think you are an honest man, an able man, 
and an intelligent man. Why hasn’t it been possible for your people 
to sit down with some of the other people and come in with con- 
structive suggestions? What you are saying is: “We know, fellows, 
you are dying but there ain’t nothing we can do to help you.” 

Mr. Jackson. No, sir; I do not think that is right. I honestly 
don’t. To begin with, it’s just not what it seems to be. This textile 
industry has depended on the cotton exchanges for decades as the 
hedging machinery for its operation. 

As I said in the statement, with the possible exception of the mer- 
chants, I am certain that no group in the country has utilized the 
exchanges to the same extent as the mills have. It creates an ex- 
tremely awkward situation for the mills. 

What we are saying here is this: We are not saying we oppose any 
of these suggestions that have been made. We are saying that it took 
everything that could be mustered in this cotton industry and in the 
Congress—the greatest expression of unanimity we have seen in many, 
many years—to get a change made in the basic direction of the cotton 
policy which has really breathed new life into the cotton industry in 
this country. 

All we say is, let’s don’t go in and make hasty changes without 
evaluating very carefully every aspect of each of the proposals as a 
textile industry, and we welcome a chance to do it. 

Representative Boces. You say it breathes new life, Mr. Jackson. 
But looking at the overall picture, it made no substantial contribution 
to the reduction of the carryover, has it? 

Mr. Jackson. Certainly the consumption is up, Mr. Boggs. 

Representative Boees. What effect does it have on the export 
markets? 

Mr. Jackson. I understand exports this year—of course, with the 
export subsidy in the picture, the domestic price has no real effect, 
but exports, as I understand it, are expected almost to double next 
year. 

Representative Boces. What is the margin now compared to last 
year ? 

Mr. Jackson. The mill margin? 

Representative Boces. Yes. 

Mr. Jackson. The mill margin very substantially increased from 
about 22 cents to 33 cents. But that is a completely meaningless 
figure, Mr. Boggs, as I think everybody knows. It is only the differ- 
ence between the price of cotton and the selling price of goods and 
includes wages ind overhead as well as profit. 

Representative Boces. I doxt understand why all of these figures 
are meaningless. 

Mr. Jackson. Let me give you some that are not, and I will quote 
you some Government figures. You talk about textile prices—— 

Representative Boces. Are you telling me just because they are 
Government figures, they are meaningful, and the others are not? 

Mr. Jackson. Well—let’s get some we can really put our fingers 
on here. 

Représentaitve Boces. The miJl margin you can’t put your finger 
on? 
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Mr. Jackson. No, sir. It is meaningless, and always has been be- 
cause it is computed as if cotton were bought, manufactured, and sold 
as cloth all at the same time. 

Representative Bocas. Why have a mill margin then ? 

Mr. Jackson. We often wonder. The mill margin says nothing 
except that there is this much difference between the price of cotton 
bought today and the per pound price of goods sold today. It does 
not take into consideration any of the other costs or the time needed to 
manufacture the cloth. 

Representative Boacs. This much is safe, though: My mother-in- 
law, who has a small cotton farm, is getting less for her cotton this 
year than she got last year. Isthat right? 

Mr. Jackson. I think a little less; yes, sir. 

Representative Bocas. What do you mean by “a little less” ? 

Mr. Jackson. I haven’t the cotton figures before me. I think it is 
selling at what? Two centsa pound below ? 

Representative Boaes. How much is that below, percentagewise? 

Mr. Jackson. Roughly what? Seven and a half percent? 

Representative Boaes. It is about 10 percent, isn’t it ? 

Mr. Jackson. Is it 10 percent ? 

Representative Bocas. Mr. Jackson, you know how much it is. 

Mr. Jackson. No, I am sorry. I honestly don’t have it. I will 
look it up right quick. 

Representative Boces. Let me ask you this question: What would 
you consider the effect of a differential of 10 percent on the margin 
of profit for the textile manufacturers? Do you think that would 
be significant ? 

Mr. Jackson. Yes, sir. I think it is significant for the cotton farm- 
ers, too. 

Representative Boaes. So that if the manufacturers this year made 
10 percent less than they made last year, do you think they would be 
happy ¢ 

Mr. Jackson. No, sir. 

Representative Bocas. Now my mother-in-law is not happy either. 
I am going to ask you another question. I am frank to admit I 
don’t understand these figures, but somewhere and somehow I get the 
impression, from reading the Wall Street Journal, which I accept as 
a rather conservative ait reliable paper, that the price of cotton goods 
is higher than it was last year. 

Mr. Jackson. Yes,sir. That is right. 

Representative Boees. And that the business is better than it was 
last year. 

Mr. Jackson. Yes, sir. 

Representative Boces. Rather than being off 10 percent, maybe you 
are up, how much percent ? 

Mr. Jackson. Volumewise, it is up from the basis of 8.6 million to 
roughly about 9 million. It is roughly 5 percent. 

Representative Boaes. Five percent volumewise? 

Mr. Jackson. Yes. 

Representative Boces. How would it be profitwise ? 

Mr. Jackson. Well, it is very much better. It is very much better 
than last year, 1958. These are the Government’s official figures on 
the subject of profits in the textile mill industry. It shows textile 
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mill industry profits were about—they had a low of about one-half 
of 1 percent. 

Representative Boces. Of what ? 

Mr. Jackson. Of sales. Profit rate of sales after taxes. Today 
they are at the rate of about 3 percent. I might add that that com- 
pares with 514 percent for the rest of American industry today. 

Representative Boces. In other words, then, you have had a 
doubling ? 

Mr. Jackson. Yes. 

Representative Boces. One and one-half as compared to 3 percent, 
is that right ? 

Mr. Jackson. I don’t see the average here. 

Representative Boces. Those are your figures. 

Mr. Jackson. Yes. Just a minute. I was just looking for the 
average for 1958. Yes, about 114 percent for 1958 and currently 
about 3 and a fraction percent for 1959. 

Representative Bocas. So that profitwise, this is a 100 percent 
increase ? 

Mr. Jackson. Yes, sir. 

Representative Bocas. You had heard the figures I read off here 
this morning and the breakdown that comes with it which was put in 
the record. It shows a precipitous drop in the operation of these 
exchanges. Do you not think it is reasonable for these people to 
come in and say, by changing the administrative rules—not by tueily- 
ing the law, but by changing the rules—that we might be able to 
survive? Not make a 100 percent increase in profit over 1958, but 
that we might be able to survive ? 

That is what they are asking for, and you won’t take a position. 

Mr. Jackson. No, sir. I don’t say that we will not take a position. 
We won’t today, because we haven’t—TI said we would be had to take 
2 position and be glad to consider any specific proposals which emerge 
as a result of these considerations. 

Representative Boces. I want to ask you this question. How long 
have they been talking to you about helping them with this proposi- 
tion ? 

Mr. Jackson. Oh, we have talked with them on many oceasions 
over the last 3 years, I suppose. 

Representative Boces. So for 3 years you have been a dog in the 
manger with them ? 

Mr. Jackson. No, sir. It has not just been in the period of the past 
3 years. It has been that in the period of the last 3 years there has not 
been anything specific. We participated as actively as any other 
group in this country I think in trying to get the law changes last 
year. 

The exchanges were all in that picture, because we felt very strong 
in the textile industry that the whole cotton industry was going to 
take a nosedive. We do think that trend was reversed and shortly, as 
a result of that action. 

Representative Bocas. I find myself referring here to the New York 
Wall Street Journal quite frequently. Do you read it occasionally ? 

Mr. Jackson. Yes, sir, occasionally. Not as often as I should. 

Representative Boces. Do you consider it a rather reliable and rea- 
sonable publication ? 
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Mr. Jackson. Yes, sir. 

Representative Boges. Did you read the article that I put in the 
record this morning concerning the cotton market entitled “Cotton 
Confusion” ? 

Mr. Jackson. Yes, sir; I didn’t read it, but I heard you read it. 

Representative Boces. I just read part of it. It isa very long article. 
It is anything but complimentary to what is going on now. Believe 
me. It says s that this thing is the most compli: ated redtape operation 
the cotton people have ever been confronted with. There is an army of 
clerks being Sasi and being sent around to take over the whole 
operation of buying and selling cotton. Is this true? 

Mr. Jackson. That is what I understand. Yes. It has been ex- 
tremely complicated. But I also hear, Mr. Boggs, in all honesty, 
that as far as the mill end of it is concerned, they have worked out a 
good many of the procedures and cotton is moving through to the 
mills in better shape than it was for a while. 

Representative Boees. I am glad you brought that up because you 
know all of us seek relief. We have section 22 in the law, with which 
you are familiar. I helped to work out the arrangement whereby we 
put limitations on Japanese imports into this country. I made a trip 
to Japan to find out just what this was doing to the textile industry. 
I saw what was happening in ginghams and velveteens and many 
of the other cotton fabrics that are very vital to our own industry. 
I was one of those that insisted on putting the limitation on Japanese 
imports into this country. Bu you people went down, and with every 
right—I am not being critical of you—and you asked for relief, and 
you may be doing it now. I think maybe you are. 

Mr. JACKSON. Yes, sir. 

Representative Boces. The cotton producer has an interest in the 
Japanese market. The cotton exchanges have an interest in it. How 
would you feel if they came in and opposed what you are doing ? 

Mr. Jackson. We would feel very badly about it and I think very 
honestly, Mr. Boggs, they would be very shortsighted in it. 

Representative Boces. I think that same answer applies to you in 
this instance, if you will pardon me for saying so. Believe me. Not 
to you personally, of course, but it seems to me this is a vital thing, 
affecting a vital part of a vital industry and you are the most vital 
part of it all because you are the people that. finally turn this into 
something that makes it available for the American people to wear 
and use. 

That is all. 

Senator ELLENperR. Are there any further questions? 

Representative Waitren. Mr. Chairman, about this exchange bus- 

again I would like to see everything normal just as 
it was formerly. Primarily, the exchanges are the service section of 


the cotton trade and that has been the case through history. Is that 
not true? 


Mr. Jackson. Yes. 

Representative Wuirren. And their primary purpose has been 
that of hedging ? 

Mr. Jackson. Yes. 

Representative Wuirren. And they are no longer doing well, be- 
cause under present conditions there is no need to hedge. 
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Mr. Jackson, That is right. 

Representative Wuitren. And isn’t it true the reason why there 
is no need to hedge is because the Commodity Credit Corporation is 
carrying such huge inventories; and with all of it lying around on the 
counters, there is not much purpose in a mill either hedging or car- 
rying much inventory on its own. 

Mr. Jackson. That is true. 

Representative WuirreNn. So if you want to get back to the posi- 
tion where there is some need for hedging, you have to do that which 
leads to that need. If you want to do something for the exchanges you 
have to get back to where they lead to hedging. 

Mr. Jackson. That’s right. j 

Representative Wuirren. In your judgment, would there be any 
need for hedging if the sole recommendation was to let the farmer 
have 90 days in which to try to resell, re the other end of 
this proposal—that the Government stocks be held off the market so 
that the proponents here would be able to create a hedge? Which of 
these two things in your judgment is the one that might help the 
situation the most in the case of the proponents here? 

Mr. Jackson. Mr. Whitten, I don’t want to duck the question at 
all, but in all honesty I must, because I frankly don’t know. I used 
to be in the cotton business and I used to be a country cotton farmer 
down in Mississippi and I knew how it operated then. But I have 
had no experience with it lately and therefore I have no opinion. 

Representative Wuitren. I will not press it. It has been asked 
and answered before. If the problem comes up, the Government has 
all of its stocks lying on the counter and is offering it for sale; so 
that removes the necessity for hedging and carrying the inventory. I 
have to give you the present situation and the suggestion I made this 
morning only for consideration. I made this years ago when I was 
trying to insist that we sell on credit for world trade. 

If the Commodity Credit Corporation were to determine at the 
beginning of the cotton season that our fair share of the world mar- 
kets was 6 or 614 million, then instead of offering the total amount 
on hand for sale at any time it would change its policy and sell in 
such amounts as they saw fit, just as any other bi organization would 
do; wouldn’t that again create the need to hedge? If you didn’t 
know when they would make it available and in what quantities, 
wouldn’t that create that need ? 

Mr. Jackson. Yes. 

Representative Wurirren. And if you knew when they did offer 
it, they would take the highest bid; wouldn’t that again create the 
need to hedge? That is what exchanges need—is the return to a need 
to hedge. Wouldn’t it have the desired effect? 

Mr. Jackson. It does seem it would introduce an element of un- 
certainty which generates the hedging. 

Representative WuitTen. It may lead to some other problems. 
Most any change will. 

Mr. Jackson. Yes. 

Representative Wuirren. The reason why you don’t carry inven- 
tory is because you know there is plenty of cotton available at any 
time. The lack of inventory is because the Government carries it for 
you and because there is a supply there you know you do not need to 





1960 COTTON PROGRAM 93 


hedge. If we want to return to the need for hedging so as to make the 
change, wouldn’t you have to work on those two things? Wouldn’t 
you have to go to work on all of this cotton and keep it from lying 
on this counter the year round ? 

Mr. Jackson. Yes. 

Representative Wuirren. Don’t you think it is a possible solution 
to the matter ? 

Mr. Jackson, It is certainly worth some further study and we 
would be glad to look at it further from the standpoint of the mills. 

Representative Wuitren. Thank you. 

Senator Ettenper. Thank you very much. 

Mr. Jackson. Thank you, Mr. Chairman. 

Senator Exrenper. Mr. Lineberger, do you want to add anything 
to what Mr. Jackson just said ? 

Mr. Linesercer. No, sir. Mr. Chairman, I have a statement that 
Congressman Basil Whitener of the 11th Congressional District has 
prepared and Congressman Whitener desired to present at these hear- 
ings but due to circumstances over which he had no control he could 
not come up from North Carolina. I am his secretary and with your 
permission I would like to offer his statement for the record. 

Senator ELLENpER. Without objection it will be made a part of the 
record and printed at this point. 

(The prepared statement of Hon. Basil L. Whitener is as follows:) 


STATEMENT OF HoN. Basitt L. WHITENER, A REPRESENTATIVE IN CONGRESS FROM 
THE 11TH DiIstTrRIcT oF NORTH CAROLINA BEFORE THE SENATE AND House CoTron 
SUBCOMMITTEES 


Mr. WHITENER. Mr. Chairman, I appreciate your kindness in giving me the 
opportunity to present to the Senate and House Cotton Subcommittees my views 
and recommendations with respect to the operation and administration of our 
present cotton program. 

The cotton subcommittees of the Senate and House Agriculture Committees 
are to be commended on arranging this hearing and the sincere effort that is 
being made to correct the confusion, inequity, and, I might say, despair now 
existing among all segments of the cotton trade. 

The fact that the House and Senate Agriculture Committees are aware of our 
critical cotton situation and are prepared to do something about it is most en- 
couraging to those of us in the Congress who represent districts where cotton 
production, trading, and manufacturing is vital to the local, State, and National 
economy. 

I am privileged to represent such a district. 

The 11th Congressional District of North Carolina is made up of seven counties. 
Within these counties one can find every operation existing within our cotton 
economy—from the growing of the raw product to the finished textile garment. 

As an example, one of the counties I represent, Cleveland County, is the 
leading cotton-producing county in North Carolina. On the other hand, my 
home county of Gaston has the greatest concentration of textile manufacturing 
plants in the United States. In my home county and the other counties of my 
district thousands of people work in these mills and other hundreds secure 
their livelihood through producing, buying, selling, and shipping raw cotton. 

North Carolina in general and the 11th congressional district in particular, 
therefore, have a keen interest in this hearing and will be vitally affected 
through whatever action is taken by the Department of Agriculture to correct 
the existing conditions in the cotton trade. 

In its statement released on December 2, 1959, this joint Senate-House cotton 
subcommittee states, ‘We are hopeful that the Department will cooperate in 
all ways possible to prevent the destruction of the free enterprise cotton mar- 
keting system.” 
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If, as a result of this hearing, the hope of the joint cotton subcommittee, as 
expressed in its statement, can be realized, I am sure that relief can be obtained 
for those who make their living in the cotton trade and for those whose economic 
well-being depends on a stable cotton economy. 

It certainly was not the intent of the Congress in authorizing the present 
cotton marketing program to have the Federal Government replace the tra- 
ditional function exercised by the cotton buyer, seller, and shipper. Nor has it 
been the intent of the Department of Agricuiture that such a situation should 
develop. 

But regardless of these considerations the problem is with us. We cannot 
escupe it. It is real, pressing, and becoming more critical with each passing 
day. 

The confusion, inequity, and hardship existing in the cotton trade is a graphic 
example of what happens in a free economy when Government redtape and 
endless regulations strangle the basic laws of supply and demand. 

The cotton buyers, seliers, shippers, and textile manufacturers in my con- 
gressional district are deeply concerned over the problem under study by this 
joint subcommittee and have been in constant contact with me regarding the 
matter. ‘hese men are veterans in the cotton trade and are highly skilled and 
responsible citizens. They have devoted many years in building up their 
business. 

Neariy every one of them that I have talked with and with whom I have 
corresponded are frankly pessimistic about their future and the outlook for 
those engaged in the cotton trade. They realize that they are in competition 
with the Federal Government and as such they cannot compete with such a for- 
midable competitor. 

On November 24, 1959, it was my privilege to meet with approximately 75 
cotton buyers, sellers, shippers, and textile manufacturers in Gastonia, 
N.C. The purpose of the meeting was to give these people who are familiar 
with the day-to-day operations of our cotton marketing program an oppor- 
tunity to discuss with me their experience under our cotton program and to 
let me have the benefit of their views and recommendations. 

We had a full and frank discussion of the present cotton program and all of its 
ramifications. It was the consensus of opinion of this group of highly skilled 
and responsible men representing all segments of the cotton trade that the Goy- 
ernment was usurping their functions and driving them out of business. They 
were particularly concerned over the great number of Commodity Credit Cor- 
poration and Department of Agriculture regulations that governed every phase 
of their activity and the mass of redtape and forms with which they had to 
contend. 

This representative group also expressed to me their concern over the cotton 
classification and grading procedures used by the Government. In addition they 
were critical of the delays that result in getting cotton to the mills from the Com- 
modity Credit Corporation. 

The textile manufacturers present at the meeting expressed their grave con- 
cern over the competition they were facing at home and abroad from foreign 
textile competition. While there are a number of factors involved in this chal- 
lenge to our cotton economy, I have found that American millmen resent more 
than any other factor the unfair foreign textile competition made possible, in a 
large part, by the sale of raw cotton overseas at a price less than our domestic 
price. While this particular phase of the unhealthy situation prevailing in 
our cotton economy is not under consideration by this joint subcommittee it, 
nevertheless, is an essential factor causing undue hardship and one which must 
be solved eventually by the Congress or the American textile industry may face 
liquidation. When that day arrives, the present problem we have under con- 
sideration will become insignificant. The cotton producers, buyers, sellers, and 
shippers will in that event no longer appear on the economic scene of our Nation. 

One inescapable fact emerged from the meeting I had with the cotton people 
in my district. 

It is this: The Government has gone too far in the administration and opera- 
tion of our cotton marketing program. 

Regardless of the reasons that may be assigned as to why we are in our pres- 
ent condition, steps should be taken imme’i-tely to eliminste unnecessary Gov- 
ernment interference and give our competitive free enterprise system a chance 
to work. The basic laws of supply and demand must in some manner be put 
beck into oneration. Cotton must be freed from redtape and the stranglehold 
of necdless regulations. 
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And men who have spent their lives in building up the cotton trade must be 
given a degree of security and a measure of hope for the future. 

In conclusion, Mr. Chairman, I would like to say that every American has a 
stake in the future of our cotton economy. Dollars lost through the operation 
of our cotton program must come out of the pockets of all of us, and every 
cotton producer, buyer, shipper, seller, and manufacturer who is forced to 
cease operations means a loss in tax revenues and a blow to free enterprise. 

I feel confident that this hearing will produce favorable results. The cooper- 
ative spirit shown by the Department of Agriculture in conjunction with the 
efforts of the members of the cotton trade will, I am sure, aid in solving some of 
our present difficulties. 

It is my hope, Mr. Chairman and members of this subcommittee, that the Con- 
gress can immediately undertake to save the American cotton economy by appro- 
priate legislation. It is my further hope that the administrative procedures now 
impairing our cotton trade will be revised to bring about a more wholesome 
condition for everyone interested in the problems you are considering. 

I thank you. 


Senator ELLenper. That completes all of the witnesses who asked 
to be heard except two that I mentioned a moment ago. Do you have 
a statement you want to make, sir? 

Mr. Finn. Senator, I have a film I would like to show. 

Senator ELLenper. We cannot take it on the record. 

Mr. Finn. I understand that, but I will leave a copy of the film with 
the committee. The film is much more expressive than I can be, and 
I think it will explain a great deal of the blockage in this program and 
it will give you something to think about. 

Senator ELLENpDER. How long would it take ? 

Mr. Finn. About 3 minutes. 

Senator ELtenver. About how many minutes ? 

Mr. Finn. About 3 minutes. My brother has gone to get the film 
to put in the camera and we have the screen ready. 

Senator ELLENDER. Suppose you stick around and get it ready. 

Mr. Finn. Until the end? 

Senator ELLenpver. In the meantime we will call Mr. McLain and 
his accomplices. At this point on the record I will ask to have in- 
corporated the statement of the Plains Cotton Growers, Inc., of Lub- 
bock, Tex., presented by Mr. George W. Pfeiffenberger. Without ob- 
jection it will be placed in the record. 

(The statement referred to is as follows:) 


TESTIMONY OF PLAINS Corton GROWERS, INc., LUBBOCK, TEX., AT JOINT MEETING 
OF CoTTON SUBCOMMITTEES OF SENATE AND HOUSE COMMITTEES ON AGRICULTURE, 
WASHINGTON, D.C. 


My name is George W. Pfeiffenberger, executive vice president of Plains Cotton 
Growers, Inc., of Lubbock, Tex., a cotton organization representing approxi- 
mately 20,000 cotton farmers on the High Plains of Texas. The Plains Cotton 
Growers is also an affiliate member of the American Cotton Producer Associates. 
Our membership produces approximately 15 percent of the U.S. cotton crop. 

We wish to express our appreciation to the members of the cotton subcom- 
mittees and to the whole committees on agriculture of both the Senate and 
House for the serious consideration, hard work, and sincere efforts they have 
made and are making toward solution of cotton’s and agriculture’s problems. 

We recognize that these problems are serious, and present many facets. Fur- 
thermore, constantly changing conditions sometimes make what seems feasible 
today somewhat impractical tomorrow. Under these circumstances we are not 
prepared today to submit any specific proposal, but we do wish to offer a set of 
objectives which we will support and a pledge to the Agriculture Committees of 
both Houses of our wholehearted cooperation. 

First, the objectives: 
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1. To protect farm income and permit farmers to use their land and 
equipment more effectively and efficiently. 

2. To provide one price for cotton to both domestic and foreign mills. 

38. To reduce the surplus and prevent accumulation of new surpluses 
beyond that necessary for market stability, national defense, or emergency. 

4. To provide means for orderly marketing and stability in price. 

5. To increase consumption of cotton and expand production as needed. 

6. To make cotton competitive in price and quality to synthetic fibers and 
foreign production. 

7. To return cotton marketing to its normal channels of trade. 

8. To provide a public relations program designed to give the American 
public the true picture of the agricultural situation. 

Keeping the above objectives in mind, we pledge our association to the 
following : 

1. Constant attention to and study of the problem, with a view to assist- 
ing wherever possible in its solution. 

2. Full and open-minded consideration of all bona fide proposals for price- 
support programs by responsible parties. 

3. Keeping our membership as fully and accurately informed as possible. 

4. Full cooperation with the Agriculture Committees of the Senate and 
House, and an invitation for them to call on us at any time they feel we 
ean be of assistance. 

5. Earnest cooperation with other farm organizations in sincere efforts 
to work out our problems. 

6. Working cooperation with all other segments of the cotton industry to 
help solve mutual problems. 


STATEMENTS OF MARVIN McLAIN, ASSISTANT SECRETARY OF 
AGRICULTURE; F. MARION RHODES, DIRECTOR, COTTON DIVI- 
SION; AND EDWARD SHULMAN, DEPUTY GENERAL COUNSEI, 
DEPARTMENT OF AGRICULTURE 


Senator ExieNnper. Have you a prepared statement, Mr. McLain? 

Mr. McLarn. I do not have, sir; at the suggestion of your assistant, 
I do not. Also, not knowing fully and completely what would have 
been said here today, I do not think it would have been appropriate 
to have one anyway. But I am prepared to talk on the points because 
in general I knew what they were. 

To begin with, I would like to refer to a remark made here this 
morning, and I am sure, inadvertently, that the Department of Agri- 
culture sponsored this legislation as the best solution to the cotton 
problem. 

I am sure Congressman Gathings corrected that and Senator El- 
lender, you know this is not true. We did not sponsor it. It was not 
our child to begin with, but we soon learned in 1958 in order to get any 
legislation that moved in the right direction that something like this 
would have to be accepted. We did accept it reluctantly, because we 
realized, and I personally realized, being pretty close to Government 
programs for a long, long time, that there would be a lot of difficulties 
in it. 

The President did sign it, and Congressman Gathings, you ex- 
pressed quite well the simple truth that everybody had a part in it 
ype nobody was overly happy about it. But something had to be 

one. 

Representative Gatutnes. That is right. 

Mr. McLatrn. I want the record to be correct on this. 

Representative Garuines. That is right. 

Mr. McLatrn. I want the record to be correct. 
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Representative Boces. The witness had reference to something I 
said, so I would like to ask him a question. 

The matter before this committee, as I understand it, is the question 
of the administration of this act. 

Mr. McLarn. That is correct. 

Representative Bocas. And the recommendations which have been 
submitted involve the administration and not the act. 

Mr. McLarn. This I disagree with, as I will tell you later on. In 
order that the record may be clear, and I am sure all of the gentle- 
men that testified this morning will agree with this, and I am going 
to have dinner with several of them tonight, so even though they have 
testified kind of tough here this morning, I am still going to have din- 
ner with them tonight, although I'll probably pay for my own dinner, 
Congressman—but I said this because I think it is important. 

Before we moved off on this program, we sought the best brains in 
the industry. I have a record here which I would like to make a mat- 
ter of record today. I will not take the time to read it step by step, but 
it shows the steps we took through Mr. Rhodes, the Director of the 
Cotton Division. I think we all agree he is a very competent man in 
the cotton business to see that we came up operationally under the 
terms of the statute with the best operation we could. 

(The record referred to is as follows:) 


Meetings, 1959 cotton price support program 





Date Place Group 
Oct. 31, 1068......... Hotel Peabody, Memphis, | American Cotton Producers Associates. 
enn. 
es Bi ee hash GEA) cnditatsannn Biden bee Cotton Cooperatives. 
PRs Pikcnavddconttststiab QUchaddostthudevacwcuaeneuaun American Cotton Shippers Association, 
BPO Miku bichddecessleonun acai vs ckdnanacdeneue National Cotton Compress & Cotton Warehouse 
Association. 
Mar. 9, 1959. ........ Jung Hotel, New Orleans, La_..} Agricultural Commission, American Bankers 
Association, New Orleans Commodity Office. 
ASB Gel cdicdasicnshi Hotel Peabody, Memphis, | Industrywide meeting. 
Tenn. 
Mt FR ac Se ewete Tamanaca Hotel, New Orleans, | CCC Committee, National Cotton Compress & 
4a. Warehouse Association. 
MOE. POs cc cccsesnte General Oglethorpe Hotel, Sa- | Atlantic Cotton Association, 36th annual con- 
vannah, Ga, vention. 
May 8-0: .......nsncne Roosevelt Hotel, New Orleans, | American Cotton Shippers Association. 
a. 
Pe 2B iss State College, Raleigh, N.C.....| Representatives of AMS, AES, Cotton Improve- 
ment Association and others. 
June 15 to July 10...| Each cotton State...............] / ASC State Committee, personnel, and others. 


I am sure none of these gentlemen who testified this morning would 
say, if you called them back here, that this honest effort was not made, 
because it was made. 

Senator ELtenper. Whom did you consult? Were the exchange 
and the congressional membership brought into the picture? 

Mr. McLain. We had everybody from the shippers to the producers 
and the co-op groups, and we had an open hearing where everybody 
was invited. We had a whole series of hearings that dated clear 
back to October 1958 after the statute was passed. 

When it got into operation and right at the close of the last session, 
Congressman Gathings, you recall when we had some minor points 
which some of the people were unhappy about. We had a hearing 
here in the closing days of that session. You had a meeting and I 
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agreed to send Mr. Rhodes down to Memphis to hold a meeting with 
industry representatives. Subsequently we made some minor changes 
in the program. 

We thought frankly the program operated pretty well, and I am 
sure under the circumstances it did operate as well as it could. 

Senator ELLenper. Will you tell us for the record the people you 
invited from the cotton exchanges and whether they responded ? 

Mr. McLain. At the open hearing, everybody was invited. 

Senator ae Iknow. But specifically. 

Mr. McLain. Can you answer that, Mr. Rhodes? 

Mr. Ropes. To begin with, we held separate meetings with each 
one of the major segments of the cotton industry separately, The 
first meeting was w ith the American Cotton Producers. The second 
meeting was with the American Cotton Co-ops. The third meeting, 
with the American Cotton Shippers Association, who in effect con- 
stitute the exchanges. 

Senator ELLENDER. Who are they ? 

Mr. Ruopes The American Cotton Shippers Association.. 

Senator Exienper. But did you get representatives of the ex- 
changes there? That is what I am asking you. 

Mr. Ruopes. I don’t know what you mean. You mean employees 
of the exchanges ? 

Senator Ex:itenper. No. Those who manage them. The people 
who are here today—Mr. Love and Mr. Ludwig and Mr. Wolf, and 
those who would represent the exchanges. 

Mr. Ruopes. I couldn’t say whether those three were there. I don’t 
know whether they were there at the meeting personally or not. They 
were invited. 

Senator ELtenper. Was any invitation at all sent to the repre- 
sentatives of the cotton exchanges? 

Mr. Ruopes. Not to the officers of the exchanges. We invited the 
segments of the cotton industry. The people who deal with cotton. 

Senator ELLtenper. Proceed. 

Mr. Ruopes. We held meetings with each one of the six major seg- 
ments of the cotton industry separately. Then after we got our pro- 
cram developed we invited all of them back in a joint meeting in 
Memphis, where we had all of the segments together and went into 
the full details. 

Senator ELttenper. To what extent were the cotton exchanges rep- 
resented at any of the meetings you held ? 

Mr. Ruopes. I would say they were represented very widely because 
I would say the people who are the cotton shippers of this country 
are the same people who are the members of the cotton exchanges. 

Representative Boces. Where ae you get that? 

Mr. Ruopes. What is that, sir? 

Representative Bocas. That is an amazing statement from the 
Department of Agriculture, but go ahead. In other words, you in- 
vited cotton exchanges? 

Mr. McLarty. The members of the exchanges themselves. Some of 
the gentlemen here today have met in my office discussing this pro- 
gram several times. 

Representative Boacs. I am not talking about an office conference, 
but about the hearings. 
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Mr. McLarn. This is part of the preliminary way that we decided 
what our operation would be. 

Senator ELLenper. Were they familiar with what you were about 
to do? 

Mr. McLarn. Yes, sir. 

Senator ELLenper. Did they object to it? 

Mr. McLain. I think frankly—let me say this about the New Or- 
leans Exchange. 

Senator ELLenver. We are trying to develop the facts here. 

Mr. McLarn. Yes, sir; I understand. I have been in New Orleans 
several times in recent years and I never have gone to New Orleans 
in the last 4 years but what the exchanges complained to me about 
the way the cotton program was putting it out of business. 

The record, if you look at the total records, shows this. It has not 
happened overnight, but it has been going on, as Congressman Boggs 
indicated here, for 3 years. And I think any of them would indi- 
cate they were familiar with this fact. 

Senator EL:enver. To your knowledge, none of them who are pres- 
ent participated in any of the hearings that finally led to the rules and 
regulations that were finally adopted ? 

Mr. McLarty. To my knowledge, Mr. Love and Mr. Koni~Meryer 
have both been in my office several times reviewing this program 
since it started, during the operation of it at the beginning and since 
that time. 

Senator Eitenper. Did they urge any objection? 

Mr. McLain. They were not very happy about the program, I think, 
from the beginning. I would say, and I am sure they would say it too 
if you asked them, when this program was under discussion, before it 
became law. At any hearing I have been to, I never heard them 
object to it. 

Senator ELLenper. Proceed. 

Representative Boges. Mr. Chairman, if I may pursue this a little 
bit, because it is the whole crux of what we have been talking about, 
the rules and regulations. 

The Secretary has made reference to meetings called to consult with 
the trade and the industry and the producers and the other shippers 
who were mentioned on these rules and regulations. Isn’t that what 
you are referring to? A meeting or several meetings—one in Memphis 
this year? 

Mr. McLarn. They were held all over the country, Mr. Boggs. 

Representative Boacs. So far as we have been able to determine, 
from an examination of this, you and your associates have not issued 
specific invitations to members of the New Orleans or New York 
Cotton Exchanges to attend. 

Mr. McLarty. We would have to check the record on this. 

(The data referred to above are as follows :) 

(The following letter subsequently submitted to Senator Ellender 
shows both New York and New Orleans exchanges were invited to 
send representatives to meeting in Memphis, Tenn., Monday, April 6, 
1959 :) 
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DEPARTMENT OF AGRICULTURE, 


Washington, D.C. 
Hon. ALLEN J. ELLENDER, 
U.S. Senator. 


Dear SENATOR ELLENDER: In the joint hearings of the Cotton Subcommittee 
of the Senate Committee on Agriculture and Forestry and the Cotton Subcom- 
mittee of the House Committee on Agriculture, Thursday, December 10, you 
inquired whether the New York and New Orleans cotton exchanges were 
invited to any of the meetings to consider the 1959 cotton program. 

We have checked the long-distance telephone records of the cotton division 
and find that on March 30, 1959, Mr. F. Marion Rhodes called Mr. William J. 
Lodwick and told him about our plans to hold an industrywide meeting in 
Memphis, Tenn., April 6, and invited him or his representative to be present. 
On April 3, 1959, Mr. Rhodes called Mr. William K. Love, Jr., president of the 
New York Cotton Exchange, and told him of the meeting and invited him or his 
representative to be present. 

The list of those attending the industrywide meeting in Memphis, April 6, 
discloses that Mr. Perry Moore, of New York, and Mr. Hugo N. Dixon, of Mem- 
phis, Tenn., indicated that they were spokesmen for the New York Cotton Ex- 
change. The records also show that Mr. Eric B. Hirsch of Memphis, Tenn., 
was designated as the spokesman for the New Orleans Cotton Exchange, and 
discussed the program with others present in that capacity. (See attached copy 
of letter from Mr. Wm. J. Lodwick to Mr. Eric Hirsch. ) 

I trust this information will alleviate any fears that you may have that the 
exchanges were not given an opportunity to express themselves on the 1959 
cotton program. 

I am taking the liberty of sending a copy of this letter to both Mr. Lodwick 
and Mr. Love. 

Sincerely yours, 


Marvin L. McLaIn. 
Copies to: Mr. William J. Lodwick, president, New Orleans Cotton Exchange, 
Post Office Box 1400, New Orleans, La.; Mr. William K. Love, Jr., president, 
New York Cotton Exchange, 60 Beaver Street, New York 4, N.Y. 
NEW ORLEANS Corton EXCHANGE, 


New Orleans, April 3, 1959. 
Mr. Eric HirscH, 


Care of Allenberg Cotton Co., Inc. 
Memphis, Tenn. 


DeEAR Eric: I am pleased to be able to notify you that you have been appointed 
to represent the New Orleans Cotton Exchange at hearings to be held by the 
U.S. Department of Agriculture in Memphis, Tenn., Monday, April 6, to discuss 
regulations relative to the disposal of CCC cotton through private trade channels. 

Thanking you for your acceptance, 

Sincerely yours, 
Bru, President. 

Mr. Ruopes. I am almost positive that they were invited. I know 
that the president of the Memphis exchange was invited, and I think 
that the president of the New Orleans Exchange was invited. I 
cannot remember every one of the hundreds of people that were in- 
vited. 

Basically, the system that we have followed with associations is 
to ask them to pick their delegates to meetings. We asked the 
American Cotton Shippers to pick their delegate, we asked the Com- 
press and Warehouse Industry to pick out some people to represent 
them. We asked different people, in that way, but we did not pick 
them. We let the organizations YS their own representatives. 

Representative Bocas. Very well. That was not the question. I 
think that they were not invited. 

Mr. Ruopes. The statistics do not show that to be the case. 

Senator ELLENpDER. Proceed. 
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Mr. McLarn. The time is getting late, and we would like to run 
through the five points, because I am sure that you and the committees 
are interested in that. 

As to point No. 1, we were aware of this point, and we asked the De- 
partment’s General Counsel to study the request that has been made, 
and that has been done, and he has placed in your hands a formal opin- 
ion. That was done this morning. That indicates that his legal opin- 
ion is that there is no provision in the act to do what is suggested in 
point No. 1. 

Senator ELLENDER. Will you give us an explanation on that? 

Mr. McLain. An interpretation of it? 

Senator ELLenper. Tell us about it, so that we will know, and who- 
ever reads this record, does not have to go back to the beginning of 
it. 

Mr. McLarn. On the reasons for that, I think that I should defer to 
Mr. Shulman. 

Senator ELLENDER. Give us an explanation on point No. 1, and give 
the reasons why you cannot do it under the law. 

Mr. Suutman. Mr. Chairman, I would like to submit for the record 
a copy of an opinion rendered by the General Counsel of the Depart- 
ment, Mr. Barrett, in which he discusses the question whether the pro- 
posed transferable option plan can be legally carried out through our 
existing authority. 

Senator ELLENpveR. Is that on point 1? 

Mr. SuHutman. Yes. In explanation of that opinion, if I may, I 
would like to read from the General Counsel’s opinion. 

Senator ELLENDeER. Point 1 is to devise a simpler and more efficient 
method for handling and marketing choice A cotton through normal 
trade channels. That is point No. 1 as I have it before me. 

Mr. McLain. Let us read the whole thing, Senator. 

Representative HacEn. If it needs to be explained further, he can go 
into detail. 

Mr. McLarn. Let me read it. It is: 


Devise a simpler and more efficient method for handling and marketing 
choice A cotton through normal trade channels. Effective August 1, 1960, one 
possibility might be to give the A producer a transferable option good for 120 
days to repurchase his cotton from the CCC at 110 percent of the B support price. 
Require that the purchaser of the option exercise it within 20 days following its 
purchase from the producer after which it expires. 


This is the point that we have the General Counsel’s opinion on, and 
we would like to make it a matter of record here at this point, if we 
might. 

Senator E.iteNper. All right, proceed. 

Mr. SHutmMaAn. Reading from the General Counsel’s opinion on the 
point in question, it is: 


If producers are given a transferable option to repurchase their choice 
A cotton at the Corporation’s minimum sales price, the practical effect of the 
transaction would be substantially the same as though the producers had re- 
ceived price support loans. Under a price support loan, the producer can obtain 
the amount of his price support immediately without obligation to repay the 
amount of the loan but with the privilege of reacquiring his cotton. In the 
administration of the cotton loan program, it has been the established practice 
over the years, to accord the producer the privilege of selling his right of re 
demption. Under the proposed transferable option, the producer would, as in 
the case of a price support loan, receive the amount of his price support imme- 
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diately ; would have the privilege but no obligation to redeem his cotton, and 
would have the right to sell his right of redemption. Thus, his rights and 
obligations would be substantially the same as if he had received a price sup- 
port loan, except that he would have the additional advantage of not having to 
pay the full amount advanced on the cotton in order to reacquire it. The fact 
that a producer pays a fee for the privilege of redemption or would lose his 
privilege if the cotton had been sold by CCC at the time he sought to exercise 
a privilege does not, in our view, affect the basic similarity between a trans- 
action under which a choice A producer would be given the privilege of re- 
acquiring his cotton and a price support loan to the producer. 

In those instances where the producer himself exercises his option, the result 
of the transaction would be just the same as though the producer, instead of 
selling the cotton to CCC, had retained it and received from CCC a payment 
equal to the difference between the choice A level of support and the Corpora- 
tion’s minimum sales price. Thus, in practical effect, the choice A program 
would, so far as such producers are concerned, become a compensatory payment 
program. 

Congress did not see fit to authorized the choice A program to be carried out 
through “loans or other operations.” It is clear, therefore, that Congress did 
not intend to authorize the choice A program to be carried out through loans 
or compensatory payments to producers. It is our opinion, therefore, that it 
would be an unauthorized circumvention for CCC to utilize its authority to make 
purchases and sales in a manner which would accomplish by indirection what 
Congress has not seen fit to authorize it to do directly and that the transferable 
option plan would be unauthorized. 

In reaching the opinion expressed above, we have assumed that the transac- 
tion discussed would involve a “purchase” of cotton by CCC, and we have, 
therefore, not found it necessary to consider the extent to which the decisions 
in Kraft Foods Company of Wisconsin vy. Commodity Credit Corporation, 266 
F. (2d) 254 (7 Cir., 1959), certiorari denied; Land O’Lakes Creameries, Inc. v. 
Commodity Credit Corporation, 265 F. (2d), 163 (8 Cir., 1959); and Swift and 
Company v. United States, 257 F. (2d) 787 (4 Cir., 1958), certiorari denied, 
might affect the validity of the transferable option plan. While there are dis- 
tinguishing features between the transferable option plan and the transactions 
involved in the cases above cited, there is nonetheless sufficient similarity to 
raise the question whether, in the light of such decisions, a court would hold 
that CCC had actually purchased cotton if the producer from whom the cotton 
was purchased retained and exercised the right to repurchase it and was free 
to make such disposition of the cotton on the market as he might choose. 


(The document referred to, dated December 7, 1959, follows :) 
[Op. Gen. Coun. No. 82] 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D.C., December 7, 1959. 


SYLLABUS 


COMMODITY CREDIT CORPORATION (SEC. 102 OF AGRICULTURAL ACT OF 1949) GRANTING 
PRODUCER AN OPTION TO REPURCHASE HIS CHOICE A COTTON OR APPOINTING PRO- 
DUCER AS AGENT FOR SUCH COTTON 


Producers selling their choice A cotton to CCC under section 102 of the Agri- 
cultural Act of 1949 may not be given a transferable option to repurchase their 
cotton at CCC’s minimum sales price. Such producers may be authorized to 
sell such cotton as agents for CCC if such a procedure is determined to be practi- 
cable and consistent with the effective and efficient conduct of the Corporation’s 
business, and the producers may be compensated by being allowed to retain such 
portion of the amounts obtained in excess of the minimum sales price as is de- 
termined will constitute reasonable compensation for the services rendered in 
finding buyers and effectuating the sales, under anticipated market conditions 
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OPINION FOR WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE 


DEAR Mr. Bercer: This is in response to a request for an opinion by this 
Office as to certain proposals for changes in the administration of the choice A 
cotton program. The following proposals have been made: 

1. Each producer selling choice A cotton to Commodity Credit Corpora- 
tion would be given a transferable option to repurchase his cotton at the 
Corporation’s minimum sales price. A variant of this plan would be to re- 
quire the producer to pay a specified amount to Commodity Credit Corpora- 
tion for the option or to limit the exercise of the option to cotton which, at 
the time of such exercise, had not yet been sold by Commodity Credit 
Corporation. 

2. The producer would be authorized to sell the cotton as agent for Com- 
modity Credit Corporation as not less than the minimum price and to re 
ceive, in remuneration for his services, all of the sales proceeds in excess of 
the minimum price. 

Under section 102 of the Agricultural Act of 1949 (as added by the Agricul- 
tural Act of 1958), each cotton producer has a choice, both in 1959 and 1960, be- 
tween (a) his regular acreage allotment with price support determined pursuant 
to section 101 of the act, or (b) such acreage allotment increased by not to ex- 
ceed 40 percent with price support at 15 percent of parity below the level deter- 
mined for producers who elect choice A. Section 102 also provides that “for 
each of the 1959 and 1960 crops of upland cotton, price support shall be made 
available to producers who elect choice A through a purchase program. Price 
support shall be made available to producers who elect choice B through loans, 
purchases, or other operation.” [Italie supplied.] The Secretary of Agriculture 
has determined, for both the 1959 and 1960 crops, that the choice B allotment 
for each farm is to be 40 percent larger than the choice A allotment for the farm. 
About 70 percent of the 1959 crop of upland cotton is choice A cotton and about 
30 percent is choice B cotton. The levels of support for 1959 crop cotton are 
30.40 cents per pound (80 percent of parity) for choice A cotton and 24.70 cents 
per pound (65 percent of parity) for choice B cotton. The level of support for 
1960 crop choice A cotton is required to be not less than 75 and not more than 90 
percent of parity. 

Section 102 also directs Commodity Credit Corporation, during the period 
August 1, 1959, to July 31, 1961, to offer any upland cotton owned by it for sale 
for unrestricted use at not less than 10 percent above the choice B price support 
level. While some of the 1959 crop choice A cotton acquired by CCC is being 
offered for sale by the New Orleans CSS Commodity Office, most of such cotton 
is being offered for sale by local sales agencies, who receive a fee of $1 a bale 
plus (in the case of certain types of sales agencies) 10 percent of the amount by 
which the sales price exceeds the minimum sales price. 


I 


If producers are given a transferable option to repurchase their choice A cot- 
ton at the Corporation’s minimum sales price, the practical effect of the trans- 
action would be substantially the same as though the producers had received 
price support loans. Under a price support loan, the producer can obtain the 
amount of his price support immediately without obligation to repay the amount 
of the loan but with the privilage of reacquiring his cotton. In the administra- 
tion of the cotton loan program, it has been the established practice over the years 
to accord the producer the privilege of selling his right of redemption. Under 
the proposed transferable option, the producer would, as in the case of a price 
support loan, receive the amount of his price support immediately, would have the 
privilege, but no obligation, to redeem his cotton, and would have the right to sell 
his right of redemption.. Thus, his rights and obligations would be substantially 
the same as if he had received a price support loan, except that he would have 
the additional advantage of not having to pay the full amount advanced on the 
cotton in order to reacquire it. The fact that a producer pays a fee for the privi- 
lege of redemption or would lose his privilege if the cotton had been sold by 
CCC at the time he sought to exercise the privilege does not, in our view, affect 
the basic similarity between a transaction under which a choice A producer 
would be given the privilege of reacquiring his cotton and a price support loan to 
the producer. 
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In those instances where the producer himself exercises his option, the result 
of the transaction would be just the same as though the producer, instead of 
selling the cotton to CCC, had retained it and received from CCC a payment 
equal to the difference between the choice A Jevel of support and the Corpora- 
tion’s minimum sales price. Thus, in practical effect, the choice A program 
would, so far as such producers are concerned, become a compensatory payment 
program. 

Congress did not see fit to authorize the choice A program to be carried out 
through loans or other operations. It is clear, therefore, that Congress did 
not intend to authorize the choice A program to be carried out through loans or 
compensatory payments to producers. It is our opinion, therefore, that it 
would be unauthorized circumvention for CCC to utilize its authority to make 
purchases and sales in a manner which would accomplish by indirection what 
Congress has not seen fit to authorize it to do directly and that the transferable 
option plan would be unauthorized. 

In reaching the opinion expressed above, we have assumed that the transaction 
discussed would involve a “purchase” of cotton by CCC and we have, therefore, 
not found it necessary to consider the extent to which the decisions in Kraft 
Foods Co. of Wisconsin v. Commodity Credit Corporation, 236 F. 2d 254 (7th Cir. 
1959), cert, den.; Land O’Lakes Creameries, Inc. v. Commodity Credit Corpora- 
tion, 265 F. 2d 163 (8th Cir. 1959) ; and Swift & Co. vy. U.S., 257 F. 2d 787 (4th 
Cir. 1958), cert. den.,’ might affect the validity of the transferable option plan. 
While there are distinguishing features between the transferable option plan and 
the transactions involved in the cases cited above, there is nonetheless sufficient 
similarity to raise the question whether, in the light of such decisions, a court 
would hold that CCC had actually purchased cotton if the producer from whom 
the cotton was purchased retained and exercised the right to repurchase it and 
was free to make such disposition of the cotton on the market as he might choose. 


II 


A different problem is presented by the proposal that each producer selling 
choice A cotton to Commodity Credit Corporation be authorized to sell such 
cotton, as agent for CCC, to other persons at not less than the Corporation’s 
minimum sales price and to retain, in remuneration for his services, all of 
the sales proceeds in excess of the minimum sales price. It is pointed out in 
support of this proposal that buyers are accustomed to purchasing cotton from 
the producers, that in normal practice the producer sells his own cotton, and 
that this proposal would result in the utilization of normal trade channels in 
the sale of this cotton. 

Section 5 of the Commodity Credit Corporation Charter Act provides that, in 
its purchasing and selling operations with respect to agricultural commodities, 
“the Corporation shall, to the maximum extent practicable consistent with the 
fulfillment of the Corporation’s purposes and the effective and efficient condi- 
duct of its business, utilize the usual and customary channels, facilities, and 
arrangements of trade and commerce.” As has been pointed out, the employment 
of producers as sales agents would result in the utilization of normal trade 
channels in the sale of choice A cotton purchased by Commodity Credit Corpora- 
tion. Accordingly, it is the opinion of this office that producers selling choice A 
cotton to Commodity Credit Corporation may, after delivery of the cotton to 
CCC and passage of title to the cotton to the Corporation, be authorized to sell 
such cotton as agents for the Corporation if such a procedure is determined 
to be practicable and consistent with the effective and efficient conduct of the 
Corporation’s business. It it also our opinion that producers may be compensated 
by being allowed to retain such portion of the amounts obtained in excess of the 
minimum sales price as is determined will constitute reasonable compensation for 
the services rendered in finding buyers and effectuating the sales, under antic- 
ipated market conditions. It is assumed, of course, that Commodity Credit 


1 These cases involved a contract under which dairy products were purchased from and 
resold to handlers by Commodity Credit Corporation. It was held in these cases that 
Commodity Credit Corporation did not at any time acquire title to or property in such 
dairy products and, therefore, that there was no “purchase” by Commodity Credit Corpora- 
tion in the normal sense of that word. For that reason, the payments made by Com- 
modity Credit Corporation were held not to be authorized by sec. 201(c) of the Agricultural 
Act of 1949, as amended, which provided for price support “through loans on, or purchases 
of, the products of milk and butterfat.”’ 
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Corporation would retain the right normally retained by a principal to revoke at 
any time the authority conferred on the agent. 
Sincerely yours, 
FRANK A, BARRETT, General Counsel. 

Representative Boces. I gather that you are referring to the one 
possibility in that, are you not ? 

Mr. Suutman. Yes, that is the transferable option aspect of it. 

Representative Boges. As to the general proposition, namely, and I 
quote, “Devise a simpler and more efficient method for handling and 
marketing choice A cotton through normal trade channels” is impos- 
sible, that there cannot be any more efficiency than you now have? 

Mr. SuutmMan. I have not said that, the opinion does not say that. 
The opinion I have read is just to the one question, are we eslie 
authorized to give the producer a transferable option to rebuy the 
cotton he has sold under the choice A cotton program. 

Representative Boaes. I want to get this straight. You have dis- 
posed of the one possibility ? 

Mr. SuutmMan. The one proposal. 

Representative Boees. Carrying that through, what are some of the 
other possibilities to meet these conditions ? 

Mr. Suuutman. I am not competent to answer that question, Mr. 
Boggs. 

Representative Boges. Do you know ? 

Mr. SuuutmMan. Iam nota lawyer, not a cotton expert. 

Representative Boees. Can you answer it ? 

Mr. McLain. I think if the Congress had seen fit at the time the 
section was passed to make this plain 

Representative Boaes. I cannot hear you. 

Mr. McLain. If the Congress at the time this section was passed 
had seen fit to make it a loan program, that operated that way, I think 
that what has been suggested here could very well be done. 

Representative Boces. You mean there is that one possibility? We 
have disposed of one possibility. Iam not referring to that. 

Mr. McLarn. Under the section the way it is? 

Representative Boaes. Certainly. 

Mr. McLain. Well, the statute is very plain, if you will read it care- 
fully, that the Congress did not intend that. They intended this 
cotton to be purchased and put back into the market, so that the 
domestic market would be kept down. This was the intent of the 
section. 

Representative Boces. So that your answer to my question is that 
as a result, no matter how many people you may have to employ 
regardless of how much inefficiency you may run into, regardless of 
how difficult it may be and how ious difficulty you may incur, there 
is nothing you can do about it under the law ? 

Mr. McLain. It is our duty as the administrators of the act, we 
think, to administer the act the way the Congress passed it. 

As I told you we have counseled with everybody in the industry. 
This was the best procedure that could be developed after we had these 
series of hearings. And I can only say that I am not saying it is per- 
fect, maybe somebody else can devise a better method. And if they 
can, we will be happy to look at it. 

Representative Boaes. Have you made any recommendations? 

Mr. McLarn. No, sir; we have not. 
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Representative Boges. To amend the law? 

Mr. McLarty. No. 

Representative Bocas. You do not make any ? 

Mr. McLarn. No. 

Representative Boees. You would recommend continuing the law 
as is? 

Mr. McLaw. For the transition, yes. 

Representative Boces. What do you recommend after that? 

Mr. McLain. I think that the law if it is permitted to continue as 
the transition indicates that it shall—that we will be out of trouble 
very quickly. 

Representative Boces. But what you are saying is that the ex- 
changes will be out of trouble, too. 

Mr. McLatn. For 3 years the New Orleans Exchange, as you were 
able to say a while ago—and they have told me the same thing—have 
been on the verge of going out of business. 

Representative Boaes. You know, you have operated on the happy 
theory that they were just wrong? 

Mr. McLarn. No. 

Representative Boaas. It has gotten to the point that they did not 
have one transaction in one day, and you now 

Mr. McLarty. I did not say that. 

Representative Boaes. That is not free enterprise. 

Mr. McLary. Again, let us go back to who promoted the dual 
system. 

Representative Boces. Who signed it ? 

Mr. McLarty. The President signed it. 

Representative Boaes. He has the veto. He has used it several 
times recently. 

Mr. McLarty. Yes, sir; but he thought in this—well, let us be sure 
that the whole industry takes their share of the responsibility for the 
act, that is all Iam saying. 

Representative Boaes. What you are saying is that there is nothing 
that we can do for the New Orleans Cotton Exchange ? 

Mr. McLary. [have not said that. 

Representative Boaes. What do you recommend ? 

Mr. McLarty. If you will let me finish the statement, I will suggest 
one or two places where I think we could do something. 

Now as to point 2, which is— 

Beginning August 1, 1960, CCC carrying charges shall be set at approximate 
commercial costs. 

So far as the Department is concerned, at the beginning of the new 
marketing year, this shall be done. There will be some objections. We 
are willing to do it, and we will so state here today. 

Representative Garuines. I should like to say that the Department 
officials have been most cooperative all along the line. I know that 
they have on numerous occasions. One request for relief had to do 
with the little cotton buyer who had complained that the cotton is 
being concenerated in one small area. They did not have an oppor- 
tunity to bid on it. The Department moved in and made modifica- 
tions of the regulations. The department moved swiftly too. 
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I want also to say that when this question of classing came up Jerry 
Overby, Director of Cotton Division of Agricultural Marketing Serv- 
ice, came down there and heard the complaints. 

We have gotton full cooperation out of the Department. I think 
that the A and B program has been very well handled, although it 
poses many difficult administrative problems. 

Mr. McLain. We appreciate your saying that. We have not had 
a contrary suggestion from any Congressman or Senator, may I say 
that. 

Now, point 3: 


CCC carryover stocks shall not be sold for unrestricted use during the 1960-61 
season at less than 115 percent of the then current B support price. 


It is our interpretation that the law would permit us to do this, but 
I want to point out what the law says. I want to quote this, because 
if Mr. Whitten were here, I am sure that he or others like him who have 
something to do with putting this in would agree. This is found 
on page 2, item C of Public Law 85-835. It reads: 

C. The Commodity Credit Corporation is directed, during the period be- 
ginning August 1, 1959, and ending July 31, 1961, to offer any upland cotton owned 


by it for sale for unrestricted use at not less than 10 percent above the current 
level of price support prescribed in choice B. 


And if you will look at the discussion when this legislation was 
discussed in committee, Congressman Gathings and Senator Ellender, 
you will recall one of the understandings was that this provision was 
included in order to do as the last witness, Mr. Jackson, indicated 
here—to be sure that this cotton was put back into the basic market, 
and the market was brought down so that it might be more competi- 


tive—this was the intent of this provision. 

We, personally, feel even though the statute might be construed 
liberally to move this thing a certain percent, it would be in violation 
of what the Congress intended. 

Representative Boageas. What accounts for the fact that in his more 
competitive market the price to the farmer is 10 percent less than a 
year ago and the price to the consumer is 20 percent more? 

Mr. McLarn. I heard the discussion here several times. And you 
have asked this, Mr. Boggs, before. I heard the discussion with Mr. 
Jackson. And I am certainly not an expert in this area. I think 
Mr. Jackson comes more closely to being that than any of the wit- 
nesses you have had. 

I do not desire to answer this question because, frankly, I cannot 
answer it. 

And furthermore, let me say this to you: I am very unhappy that 
the price of the finished goods has to be higher. 

Representative Boces. You certainly, as the Commodity Credit 
Corporation, know that? 

Mr. McLatrn. I guess that is true. 

Representative Boces. You guess it is true? 

Mr. McLarn. Yes. 

Representative Boces. It is true, is it not? 

Mr. McLarn. Yes. 

Representative Bogas. CCC practically buys and sells all of the 
cotton in the United States ? 
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: a McLain. We have nothing to do with the finished goods, 
though. 

Tasiediieioes Boees. I am talking about the cotton that goes from 
the farm. Who gets it first ? 

Mr. McLain. The cotton is brought in and we buy it. 

Representative Boges. Who buys it ? 

Mr. McLarn. The Commodity Credit Corporation. 

Representative Boces. What is the Commodity Credit Corporation ? 

Mr. McLain. Who is it ? 

Representative Boaes. What is it ? 

Mr. McLar. It is a corporation set. up by charter. 

Representative Boces. It is the Government of the United States? 

Mr. McLain. It is a corporate body of the United States, yes. 

Representative Boggs. Why do you not answer the question? You 
know that it is the Government of the United States. 

Mr. McLarty. A corporation. We all understand what the cor- 
poration is. It isa body of the U.S. Government. 

Representative Boces. What kind of corporation is it? Who are 
the stockholders in it? 

Mr. McLain. The stockholders are the taxpayers. 

Representative Bocas. So this is a Government Corporation ? 

Mr. McLarty. Pardon ? 

Representative Boges. This is a Government Corporation ? 

Mr. McLain. Certainly it is a Government Corporation. 

4 Representative Boages. So this is the Government of the United 
tates ? 

Mr. McLarty. That is correct. I thought that we all understood 
that. 

Representative Boces. I thought it was understood. 

Mr. McLarn. I understood it. 

Representative Boces. You are in the cotton business and you have 
no opinion on what accounts for the fact that the price has gone 
down to the man who sells it and the price has gone up on the other 
end to the fellow that you sell it to? 

Mr. McLarn. I have some opinions, Congressman Boggs, but I do 
not think that it is the place for me to indicate them. I do not. 
frankly know of all the reasons that Mr. Jackson indicated here that 
are involved in it. I think it would be out of order for me to express 
them, even if I did know them. 

Representative Boces. That is all. Thank you. 

Mr. McLarn. Our feeling then on item No. 3 is that as we read the 
statute it was not the intent of Congress to do this. If we get instruc- 
tions to the contrary, certainly, we will look at those instructions by 
the committees that are affected by this. 

Wedo not interpret the intent of Congress to do this. 

Now, as to item 4: 

All cotton purchased from CCC shall be reclassed at the time of purchase, sub- 
ject to later review if requested by the buyer. Payment shall be under a bank 
letter of credit and delivery of the warehouse receipts shall be made immediately 
to buyer. CCC shall draw against such letter for the purchase price so deter- 


mined plus proper interest from the date of delivery to the date of final settle- 
ment. 





1960 COTTON PROGRAM 109 


I was glad that Congressman Whitten was in here when this was 
discussed. I wish he were in here now, because what I want to say is 
what I would say if we were here. 

I have been very close to the grain business all my life and know 
that all grain is bought and sold on the basis of what it is the day 
that you buy and sell it. Anybody who told anybody in the grain 
business to the contrary would be thought to be stupid. 

That is why, as long as I have had anything to do with the opera- 
tion of this program, we have handled cotton on the same basis, up 
until this year. 

Congressman Whitten and his committee and his investigators have 
thoroughly probed this and have suggested several times in very firm 
tones in hearings and also in expressions otherwise, and I am sure the 
industry itself, “due to the exposure they have had to these committees 
have felt that this was not a proper procedure. 

Congressman Whitten sits on the Appropriations Committee on 
Agriculture—a very key job, in my judgment. 

We came into this year with most of our cotton sold, we had our 
stocks down about as low as they have been for a long time. We de- 
cided, in compliance then with what Mr. Whitten had been suggest- 
ing—and he was not alone, because the committee pretty well backed 
him up—that this might be a good opportunity to try the other pro- 
cedure. So then we proceeded to reclass all of the cotton we had in 
our inventory and made it available in the new catalog on a reclassed 
basis, and then indicated that the new crop would be sold on the basis 
of the class as it was classed when we took it over. That is the way 
we have operated. 

And you have heard the witnesses here today, Senator Ellender, in- 
dicating that. The producer groups have indicated that they think 
we ought not to go back to the old method. 

You heard Congressman Whitten express himself here very ably as 
to what he thinks about it. 

You heard the people who are affected by it express themselves. 

It is my feeling that we ought to continue the way we are unless we 
get some different direction, because we have even got the Gen- 
eral Accounting Office in this now, after Mr. Whitten’s com- 
mittee started looking into this. General Accounting Office always 
follows right along after, as you Congressmen know. And they have 
raised reservations about whether this ought to be done. They have 
not said that we could not do it, but they have raised considerable 
question about it. 

So unless we are directed otherwise by some committee, I think I 
am prepared to say here today that we do not propose to handle this 
thing any differently than we have been; namely, we will, probably, 
reclassify the cotton near the beginning of the new marketing year 
and put it in the catalog and then, probably, take the cotton that we 
take over from 1959 and handle it just like we have this year. 

This is tentatively what we think should be done, unless we get some 
different directions from the committee. 

Is there any question on this point, Senator Ellender, before I pro- 
ceed to the next one ? 

Representative Bocas. What was it you said about grain ? 


48917—60——_8 
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Mr. McLarn. Congressman Boggs, grain is sold on the basis of the 
grade the same day itis sold. You would not think of selling a carload 
of corn unless the fellow you sold it to had a right to get a grade the 
day he sold it. He would think that you were stupid if you talked 
about anything else. 

I do not know whether there are any grain men here, but this is 
true. 

The cotton people think, this is a privilege they ought to have. 

I, personally—I am speaking personally now—lI have a lot of sym- 
pathy for what they say and think. 

Representative Boaes. You were saying something about the com- 
modity exchanges, about grain. 

Mr. McLain. This does not have anything to do with the com- 
modity exchanges. 

Are you in the grain business ? 

Representative Boges. I know a little about it. I am trying to find 
out. 

Mr. McLarn. Grain is sold many ways. 

Representative Bogas. I am not very smart. 

Mr. McLatrn. I am not, either, but I have been around long enough 
to know when people buy grain that they like to know what they 
are buying, not what the grade was at 6 or 3 months ago, but today. 

Representative Boeas. When they buy cotton, they do not know what 
they are buying, are you saying ? 

Mr. McLatrn. They are buying the class that was put on it maybe 
6 or 9 months before. 

Representative Boges. I do not quite understand how you arrive 
at that. I do not see where this is pertinent to what you are talking 
about. 

Senator Extenper. As I understand it, in the case of grain, the 
inspection is made, as you said, on the day of the sale. 

Mr. McLatrn. It is made the day of the sale. 

Senator ELitenper. While cotton inspection is made sometimes 8 or 
9 or 10 months before? 

Mr. Mclain. Yes. 

Senator ELtenper. Why is it not practical to do the same thing for 
cotton that is done for grain ? 

Mr. McLarty. We were doing the same thing with cotton that we 
are now doing with grain, until we changed it, primarily at the request 
of Mr. Whitten’s committee. 

Senator ELLENDER. At whose request ? 

Mr. McLarty. At the request of Mr. Whitten’s committee. 

Representative Jennines. Why do they not inspect it at the day 
of sale? 

Mr. McLatn. The gentleman answered that question, Congressman 
Jennings, here, or tried to, a couple of times. You have to understand 
the cotton business. I do not profess to understand it, but when you 
have several million bales and you have buyers all over the country— 
they answered this twice today—they pointed out that it is impossible 
to do it unless you are going to limit very much the number of people 
that you are going to make eligible to buy. 

Representative Bocas. What has happened to some of the other 
commodities under your program ? 

Mr. McLarn. The grain exchanges are operating. 
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Representative Boces. Are there as many exchanges as before? 

Mr. McLain. No, sir. 

Representative Bocas. I understand some are gone. 

Mr. McLatn. I think all the exchanges have had a rough time 
operating. Whenever you take the uncertainty out of what the mar- 
ket is going to be, you end the use or the need for an exchange. I 
think one of your witnesses said that very well. 

Representative Boces. Certainly, when you make the Government 
the only purchaser the exchange is completely out of the picture. 

Mr. McLatn. This is why for the last 3 or 4 or 5 years the exchanges 
have been gradually dwindling down in the amount of business they 
have done. 

Representative Boces. And are continually going down. And if 
they continue to do so, they will all cease to exist, obviously. 

Mr. McLain. I think that if this program were let to continue for 
the next 3 years and get into a permanent program, with a one-price 
system, there would be less 

Representative Boces. What exchanges will go along with that? 

Mr. McLarn. I meant to say that the number of people operating 
on the exchanges are greatly reduced from what they used to be. I 

cannot tell you i about that. 

Representative Bocas. I think one or more exchanges are closed. 

Mr. McLatn. The grain exchange is still oper ating in Chicago, but 
the number of people that operate are very much smaller in number 
than before. 

As to point 5, Senator Ellender : 

Beginning March 1, 1960, PIK certificates shall be made applicable to previous 
purchases under the current program and also to subsequent purchases of CCC 
cotton for 6 months from date of issuance. 

We are willing to look at this one and see if we cannot, within the 
rights, without giving up any rights that we currently have with out- 
standing contracts—and I know that the committee would not want 
us to do that, nor would the General Accounting Office let us do it if 
we wanted to—we are willing to look at this and see if it can be modi- 
fied so that we can be helpful. 

I am sure that we can do something on this No. 5 that will be con- 
structive, and certainly we are willing to try. 

Senator Extenper. You have indicated up to now that you are will- 
ing to look at and do something about Nos. 2 and 5. 

Mr. McLarn. That is correct. 

Senator ELienper. What help, if any, would that be to the ex- 
changes ? 

Mr. McLatrn. I think that, No. 2, from those I have talked to among 
the exchange people and the other people in here, that this is one of 
the first suggestions that they made early. Of course, we hesitated 
after we had made the decision to put these carrying charges at one 
level, to change it during the marketing year, but they are making the 
request here that we do it beginning “with the new marketing year, 
and we are in accord with that, and there will be no trouble, and I 
think it will help. 

Senator ELtenper. Are you through with your statement ? 
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Mr. McLarn. Yes, sir. I have covered the five points. The time 
is late. I think I have said all that I should, unless you have other 
questions. 

Senator Ettenper. Let me ask you this: Since this matter has been 
brought up, have you thought of any other ways and means by which 
the situation could be helped ? 

Mr. McLatrn. I have given it a lot of thought, because I know and 
like Mr. Kohlmeyer and also Mr. Love and the other gentleman—I 
know they have a real problem facing them, Senator Ellender. We 
have given it a lot of thought. I know what they face. 

And I know that it is in desperation that they, of course, are making 
the request for these changes. 

I will promise you we will continue to explore any possible way 
that we can be helpful that will not upset this program. As Congress- 
man Gathings has said here, we have modified what we have done here 
several times, where we could do it and stay in line with the statutes. 
And there is no desire, certainly, on our part to do anything else than 
that. And that is what we will try to do. 

Senator Ettenper. Would you be willing to have your people sit 
down with the exchange representatives at some time convenient to 
both of you, say, before Congress convenes ? 

Mr. McLarn. We will be happy to do that. 

Senator ELLenper. You will see if you can do something about it? 
It seems that everybody agrees that the exchanges are in serious diffi- 
culty. What I am suggesting is simply this: That something be done 
to preserve them. 

Mr. McLarty. We will be happy to sit down with them further. I 
can say to you that I talked to Mr. Love almost weekly about this 
problem. He either calls me or I call him. I realize the position they 
find themselves in. It isnot a happy situation. 

I do not think any of you gentlemen here want us to do anything 
that is in violation of law. We would not do it if you wanted us 
to; and I do not think you want us to. 

Senator Exxtenper. I certainly would not ask you to do that, of 
course. 

Representative Jennines. Going back to these points, I think Sen- 
ator Ellender covered point 1 here to see if you can arrive at some- 
thing that is more advantageous than at present. I think his sug- 
gestion is good to work with the people to see if you might accom- 
plish something before Congress comes back. It is certainly a prac- 
tical suggestion. Just to waive it aside that it is illegal—because that 
is one possibility. You have an opinion that there is one possibility, 
but you wave the rest of it aside as impractical to devise a much 
simpler and efficient method. 

Mr. McLarn. I did not think that we did that, Congressman Jen- 
nings. We were talking about the transferable option. I thought 
that we made that clear. 

As I told Congressman Boggs: If there are other approaches to this 
that are legal, we will be willing to counsel with not only the ex- 
changes but with anybody that will improve it. 

Representative Jenntnes. And the Department and the CCC, with 
the knowledge that you have of the situation, have they been able to 
come up with what they themselves agree is a simpler and more ef- 
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ficient explanation that would be within the legal limits of the statute ? 

Mr. McLatn. Of course, remember, this is the first time any pro- 
gram like this has ever been operated. I mean, we have not had, to 
my knowledge, any program that has been like this any time. And it 
is different. 

Representative JenniNnGs. As to No. 2, you seem to think that you 
could work out something. 

No. 3 seems to be the crux of this thing. That is the best I can 
determine from the conversation. The statement was made this morn- 
ing that this 115 percent of the current support price will be in line 
with the parity of the support price of 110 percent at the time that 
this act was put intoeffect. Is that generally true? 

Mr. McLarn. I would have to check to be exactly sure. There was 
a shift down in parity. The part that I do not recall is whether it 
was in January 1959 or January 1958. If it was January 1959, there 
was a slight shift down. 

Representative JennriNnGs. If that be true, then this is a very reason- 
able request, is it not ? 

Mr. McLain. Again, if you will read the language on the back- 
ground of what the statute is, I would say that it might be considered 
by some to be unreasonable. This language is pretty specific. You 
want to get it and read it. 

There was not misunderstanding about what the people who put the 
language in here wanted the CCC to do—that is, to take the cotton and 
take all of it and make it available on the market. 

Representative JENNINGS. Now, it does not seem to be unreasonable 
to change it to 115 percent; at least it does not impress me as being 
unreasonable. I would like to know if it is unreasonable. 

Mr. McLatrn. The change in parity did change this a little. The 
exact amount of that change we would have to calculate. We will be 
glad to do that and furnish it for you. This is a factor that ought to 
be considered. 

(The information is as follows :) 

The official parity price for upland cotton of 38 cents per pound, published 
January 30, 1959, was computed with the revised indexes. On the same date, 
the parity price for upland cotton computed on the basis of the unrevised indexes 
would have been 39.34 cents per pound. There is no reason to assume that the 
difference between the parity price based on the unrevised indexes and that 


based on the revised indexes at the present time would vary substantially from 
the 1.34 cents indicated above. 


BASED ON JANUARY 30, 1959, PARITY, REVISED INDEXES 


Minimum level of support choice A, 75 percent times 38 equals 28.50. 
Minimum level of support choice B, 60 percent times 38 equals 22.80. 
Resale price 115 percent of choice B, 115 percent times 22.80 equals 26.22. 


BASED ON JANUARY 30, 1959, PARITY, UNREVISED INDEXES 


Minimum level of support choice A, 75 percent times 39.34 equals 29.51. 

Minimum level of support choice B, 60 percent times 39.34 equals 23.60. 

Resale price 110 percent of choice B, 110 percent times 23.60 equals 25.96. 

Representative Jennings. As to No. 4, I am not familiar with the 
operations but, in view of the background and the testimony that we 
have received before the committee, I am inclined to agree that you 
believe that in the present law there are provisions in it that are all 
right. 
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Mr. McLain. All right. 

Representative Jenninos. And preferable to those that were in op- 
eration beforehand, and over the transition period will work out to the 
advantage of all concerned, except one thing, that is, the fact that 
these people do not have the opportunity to inspect before they buy. 
Something should be worked out whereby they are given an — 
tunity to inspect before they buy. They ‘should not be asked to uy 
a pig in a poke and then be held to it. If you say, “This is a black 
pig,” and they bid on it, and they bid in good faith, and then find 
that they got a white pig, they out to be able to look at it. 

Mr. McLarty. You do not find out much by just looking at it unless 
you sample it. 

Representative Jennrnes. Do they not have an opportunity to 
sacha it? The trade should not necessarily have to take the Depart- 
ment’s recommendation or the Department’s grade. Are they not 
permitted to pull samples out from the bales of cotton? I realize 
that you cannot let everyone who wants to buy it go down and pull a 
sample out of a bale of cotton. If you did, you w ould have an awful 
mess. 

Mr. McLarty. You have been in a cotton warehouse, I am sure. 

Representative JENNINGS. Yes, sir. 

Mr. McLary. Warehousemen can tell you a little bit more about 
the practicality with this cotton piled up in bales, several bales high. 
I would answer your question by saying anything is possible. 

Representative JeNNiNGs. But they should have the right and the 
permission to have one of their representatives go there and take a 
sample of that cotton that they bid on, and then stick to it like they 
did on timber in my section. 

Then you get down to No. 5, and it seems like something can be 
worked out on that. 

As I see it, the main thing is No. 1 and No. 3. 

If you can sit down with the trade and with the exchanges and 
work out something that would be helpful, it would be a good thing. 
It is an important integral part of this complicated cotton operation. 

Representative Boces. Referring again to the article entitled, “Cot- 
ton Futures,” how many employees “did you have to put on to ad- 
minister it ? 

Mr. McLarn. How many have we have to administer the program ? 

Representative Boces. How many employees? 

Mr. McLarty. Can you answer that? 

Mr. Brercer. We have had to increase the payroll in the New Orleans 
office to where it is now running somewhere between 1,750 and 1,800. 
Our peak the year before was in the neighborhood of 1,100. 

Representative Boaes. When did you increase the force ? 

Mr. Bercer. I am not sure just what date that w as, but it was about 
the beginning of this fiscal year. 

Representative Boces. What was the point at which you started to 
climb? 

Mr. Bercer. I think that our payroll at the time that we started off 
this particular program was in the neighborhood of 900 to 1,000. 

Representative Bocas. 900? 

Mr. Bercer. 900 to 1,000. 

Representative Boces. This was in June of this year? 
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Mr. Bercer. The latter part of July. 

Representative Boces. What is it now ? 

Mr. Bercer. Approximately 1,800. 

Representative Boees. How does this translate itself—what is the 
cost to the Government ? 

Mr. Bercer. I would have to get you the figures for that. I will be 
glad to getthem. They will be in the record. 

(The information is as follows :) 

The annual cost of the payroll for the New Orleans Commodity Office for 
November 1959 was $9,552,648. This compares with an annual cost for the 
payroll in June 1959 of $3,776,388, and in November 1958 of $4,118,556. 

Representative Bocas. What is it in percentage, about 75 percent 
increase in the New Orleans office ? 

Mr. Bercer. 75 to 80 percent. 

Representative Bocas. How many other employees have you had 
to put on elsewhere in the Cotton Belt ? 

Mr. Bercrer. About the only other ones would be the salesmen. 

Mr. Ruopes. We have not put on any. 

Mr. Brrcrr. We have had to hire a few supervisors that we have 
taken from the people who are employed part time on the acreage 
allotments and the marketing quotas for cotton in the cotton area as 
supervisors. 

They are to instruct the farmers what they need to do; also, the 
ginners, on how to carry out the program. 

I think that number is running somewhere between 25 and 75 people 
at the present time. That is again a guess, but it is in that neighbor- 
hood. 

Representative Bocas. In any event, your payroll is up in one office 
alone 80 percent, or something like that. Do you expect it, if this 
program continues next year ? 

Mr. McLain. It ends, Congressman Boggs, with the next year. 

Representative Boaes. I know, to continue through the next year. 

Mr. McLar. It will end. 

Representative Bocas. You have not made any recommendations 
about that? 

Mr. Bercer. I think that you must keep in mind, too, that this is 
our peak starting: 

Representative Boaas. I know that it is a peak. 

Mr. Bercer. I mean right now. Likely, we will be leaving off some 
people after the first of the year. 

Representative Boeas. Salesmen have been used here. Have you 
got a sales office ? 

Mr. McLain. I am glad that you brought that up. I wish that Con- 
gressman Whitten were here, because again the statement you made, 
in all sincerity this morning, of course, is in conflict with what the 
Appropriations Committee has clobbered us over the head several 
times about, that we have not had a sales force to move this stuff out. 
They wrote into the Appropriations Act that we would have to set 
up a sales agency, get a sales manager. This is part of the appropria- 
tions language. 

Representative Boaes. How are you ever going to sell it 

Mr. McLarn. This was before we ever talked about the A and B. 

Representative Bocas. Where do you send the salesmen ? 
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Mr. McLatn. The salesmen as such, Congressman Boggs, we do not 
have anybody out peddling stuff. 

Representative Boees. What do they do? 

Mr. McLain. We have been trying to find out where the markets 
are; to work where the traders that are in the business—many of 
whom are in this room here; to try to create the best atmosphere we 
can for them. 

Representative Boces. How many do you have? 

Mr. McLain. We do not have very many. 

Representative Boaes. How many do you have? 

Mr. Brereer. How many people? 

Mr. McLain. On the sales staff? 

Representative Boaes. Yes. 

Mr. McLain. Do you know how many ¢ 

Mr. Bercer. For all of the markets, not just for cotton—for all of 
the commodities, in the neighborhood of 30 to 34. We have an office 
in San Francisco with one man and a girl. We have an office in New 
York with, I believe, two men and a girl, and an office in The Hague. 

Mr. McLarn. Mostly to get accurate market information, so that 
we know how to do this. 

Representative Boees. You could not get this information from the 
Department of Commerce ? 

Mr. McLain. We get all of the information that we can from every- 
where. Foreign markets are funny things and do strange things. 

Representative Boces. What about the agricultural attaché in The 
Hague ; what does he do? 

Mr. McLatrn. He assists very markedly in furnishing us informa- 
tion that we use right along. 

Representative Boaes. I have read other criticism of the program. 
Did you ever see any of Mr. Luce’s artticles in Life? 

Mr. McLarn. Yes, sir. 

Representative Bocas. They have not been too complimentary. 

Mr. McLain. Yes. 

Representative Boces. What do you think about those articles? 

Mr. McLarn. I think they only tell part of the truth, if you want 
to know what I think. 

Representative Bocas. They do not tell the truth ? 

Mr. McLatn. I said that they only told part of the truth. 

Representative Boces. That they told half of the truth? 

Mr. McLarty. I said they only told part of the truth. 

Representative Boaes. You say, “they told vn part of the truth?” 

Mr. McLain. That is right. We could spend an hour talking on 
this one. I think a good many things could be said about these pro- 
grams. 

Representative Boees. It has been going on. 

Mr. McLarty. I do not think that this is the time or the place. 

Representative Boaes. Can you suggest a better time or place? We 
are dealing now with this program. 

Mr. McLain. This is up to the Senator. 

Senator ELienper. Proceed. 

Mr. McLatn. I think the department program that we are talking 
about—which is cotton here today—certainly, over a period of time 
has had many advantages. I think the trouble is that cotton has 
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gotten out of hand, and we have not done with it what was intended 
to begin with. And I would like to talk about the things that have 
been done that are good, and have done much good for the cotton 
producers of this country; not only in the cotton program, but other 
programs, 

Representative Cootzy. How did it get out of hand? Why did it 
get out of hand? 

Mr. McLatn. There are several reasons for it. I think when we 
started it we had one idea in mind, Congressman Cooley. After we 
got into war, we had another idea in mind. 

Representative Cootey. I am not talking about the whole cotton 
program for the last 20 years. I am talking about the one you are 
operating right now. 

Mr. McLain. That was not Congressman Boggs’ question. 

Representative Boces. This is referring to today, not yesterday. 

Representative Cootry. That is what I was saying. 

In the area of A and B of the program, you said, if I understood 

ou, these recommendations you cannot accept and carry out admin- 
istratively. 

Mr. McLain. That is correct. 1 

Representative Cootey. Would you recommend any changes in the 
program that would have these objectives in mind ? 

Mr. McLain. I answered Congressman Boggs to the contrary, We 
think if you start changing the program by statute you are going to 
get it messed up worse than it is and it would not be our recommen- 
dation that it be changed. 

Representative Cootey. Do you think that it is a bad program that 
Congress should tolerate any longer and continue its operation ? 

Mr. McLain. This, of course, would be up to the Congress to decide. 
I thought Senator Ellender said at the beginning of the hearing you 
were not here for that purpose; it was his hope that it did not have 
to be amended. 

Representative Cooter. I join with him in that hope, too. 

Some weeks ago it was discussed and it was indicated that every- 
body wanted to do something about this program—to help this 
situation. 

Mr. McLarty. We have indicated where we think we can. 

Representative Cootry. Do you think that a modified program by 
administrative order in some way would revitalize some of the activi- 
ties on the cotton exchanges in New York and New Orleans? 

Mr. prenelee Not to the extent that they would like to have them, 
I think. 

Representative Cootry. They are at the mercy of your program— 
whether you can do what they fully want. Or perhaps you could do 
something that would be helpful and that they would like. 

Mr. McLain. We would be hopeful that could be done. 

Representative Boces. I want to get back to this question that I 
asked you before about the articles in Life magazine. 

Mr. Silat Again, Congressman Boggs, I did not say anything 
was untrue about it. I said it was only partially true. 

Representative Boces. I beg your pardon. I want to get on the 
record this subject to show that. 

Mr. McLarty. They just did not tell the whole story. 
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Representative Boces. They did not tell the whole story. What 
part. of the story did they not tell? 

Mr. McLary. I do not think that you want to have me get off onto 
that—to determine what part they did not tell here tonight. I have 
tried to mention some of the things. Certainly the producers in this 
country have benefited greatly over a period of time from loans on 
cotton. This, I do not think, was told in this article. 

I think that they mentioned some truths that are part truths what 
they said about the size of these big operations did not tell the 
whole story, because we have many people who are not operators in 
that category. You know it and I know it, but the general public, 
if they read this article, do not know it. There is insinuation and 
part truth in the article that would give the impression to some people 
that this is just a big money grab for a few people. I think if the 
whole story was told, that this was not altogether all of the truth. 
There are many areas like this. I am sure you are familiar with them. 

Representative Bocas. You have advocated to reduce the number 
of people working on the Government program, have you not? 

Mr. McLarn. This has been—I think it has been the policy of this 
administration, and this is not the first one that has had it—I think 
it has been the sincere effort of every administration not to increase 
the number of people on the Government payroll any more than they 
have to with the programs they have to operate. 

Representative Boaes. And in one office in my district the payroll 
has increased 80 percent. 

Mr. McLatn. We have decreased the payroll in some of the other 
offices, Mr. Boggs. 

Representative Boces. What is the total payroll now compared to 
what it was a year ago? 

Mr. McLarn. We will be glad to furnish it for the record. I do not 
have it offhand. 

Representative Boces. What is the total payroll now as compared 
to January 20, 1953? 

Mr. McLarn. We will be glad to furnish that for the record. 

Representative Boaes. That is all. 

(The information is as follows :) 

The annual cost of the total payroll for the 7 CSS commodity offices was 
$19,149,288 in November 1959 as compared with $16,795,212 in November 1958, 
and approximately $8,163,000 in January 1953 (when there were 8 commodity 
offices). 

Senator Ettenper. Are there any further questions? 

Does anybody else desire to be heard ? 

Mr. McLarty. Thank you very much, Senator Ellender, for the 
courteous treatment. 

Senator Eirenper. Allright. We will now hear from the man with 
the film. 


STATEMENTS OF GEORGE C. FINN AND CHARLES C. FINN, HOLLY- 
WOOD, CALIF., AND BAKERSFIELD, CALIF., ON BEHALF OF 
SMISER FREIGHT & WAREHOUSE, BAKERSFIELD, CALIF. 


Mr. Grorce C. Finn. Mr. Chairman, I have the problem of the 
best way to show this. We have a screen back there and this camer: 
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and an extension cord that we can set anyplace. We are only con- 
cerned that you people see it, and also, the audience. 

I would like to explain that this is a case in which a warehouseman 
attempted to get some cotton to store. And the warehouseman is 
Smiser F reight & Warehouse Service in Bakersfield, Calif. 

I am George C. Finn. This is my brother Charles Finn. And we 
live in Bakersfield, Calif., and in Los Angeles, and we represent Mr. 
Smiser and are attempting to get him an approval for his warehouse. 

We take the small businessman’ s outlook on this Commodity Credit 
Corporation program in the storage of cotton. 

We started last February 2 to get approval for this warehouse in 
Bakersfield. We discovered that the Commodity Credit Corporation 
had three things they were satisfied with. It seems they had too 
much cotton. T hey did not have enough storage space, but they had 
plenty of warehousemen. And that is concentrated in to handful of 
people who are storing all of the cotton of the Commodity Credit 
Corporation—that is, all of the Government-owned cotton. 

Some of these firms make about $414 million a year in the storage of 
cotton. The storage is concentrated among a few large firms, rather 
than scattered among a lot of independent w: varehouses. 

This man started out to get approval. He has not yet gotten ap- 
proval, but he was assisted by the Small Business Administration. 
The Small Business Administration lent him $100,000 of Government 
funds. 

When he went to apply for his approval to the Commodity Credit 
Corporation, they stated that he was financially unsound to store 
cotton. He could not store cotton, but the Government could give 
him $100,000 and trust him with that money and trust him to repay 
it. 

We began to look into the matter, and we discovered that the Com- 
modity Credit Corporation Board of Directors were against opening 
up warehouses by small businessmen all over the country to store this 
cotton. They blocked us at every turn. 

We had to examine their motives. And along with Mr. Boggs’ 
statement here—we felt the same way, that they were not doing enough 
for free enterprise. They did not have the spirit of free enterprise, 
as we know it in the United States, to administer the laws that Con- 
gress set up. 

We did not find anything wrong with the law. We found that they 
were not administering it in the spirit of free enterprise in which 
Congress had passed this section. And I think this film will show 
that. 

Representative Cootry. I thought that you had to pay tax on it. 

Mr. Grorce C. Finn. They are beginning to store cotton in Cali- 
fornia. There is no more tax on it. 

The big cotton buyers are storing the cotton and storing hundreds 
of thousands of bales of Government-owned cotton, but it is concen- 
trated in the hands of a few people like Westcot, Calcot, and those 
people. 

Senator ELLENpeEr. Before you proceed, I wish to place in the record 
at this point a telegram directed to me from Jackson, Tenn., and 
signed by the Tennessee Ginners Association, Waring Hazlehurst, 
president. I would also like to include a letter from the Honorable 
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Herman E. Talmadge, transmitting a memorandum from Mr. J. M. 
Gloer, executive vice president and secretary of the Atlantic Cotton 
Association. 

(The telegram, dated December 10, 1959, from the Tennessee Gin- 
ners Association, signed by Mr. Waring Hazlehurst, president as well 
as the letter and memorandum follow: 


JACKSON, TENN., December 10, 1959. 
Senator ALLEN J. ELLENDER, 
Senate Office Building, Washington, D.C.: 
The Tennessee Ginners Association would like to go on record as supporting 
the following resolutions, pertaining to the farm program for 1960. 
Eliminate the agreement of warehousemen from the sales agreement, let- 
ting the warehouse receipts testify as to the cotton being in the warehouse. 
Permit the placing of cotton all of one grade and staple on a single purchase 
form with the extension of price being done only on the total weight. 
Permit joint checks in lieu of lienholders signature. 
Allow sales agents to retain cotton until August 1 instead of contemplated 
April 30. 
Require USDA to furnish marketing cards 3 weeks prior to harvest season. 
Make a study of the price relationship between cottonseed and soybeans in 
an effort to adjust cottonseed prices upward. 
We are not in favor of the A producers being allowed to repurchase his cot- 
ton, as it would complicate the program. 
TENNESSEE GINNERS ASSOCIATION, 
WARING HazLenHuRst, President. 


U.S. SENATE, 
COMMITTEE ON FINANCE, 
December 1, 1959. 
Hon. ALLEN J. ELLENDER, 
U.S. Senate, 
Washington, D.C. 


My Dear ALLEN: It is my information that you propose to have hearings. 
regarding the cotton program at an early date. 

One of my good friends, J. M. Gloer, executive vice president and secretary 
of the Atlantic Cotton Association, expects to testify before your committee 
when the hearings are held. He came by my office and conferred with me at 
length yesterday. I am enclosing herewith a copy of his ideas. 

He thinks, and I believe, that the job of the country is to get the cotton pro- 
gram back in the regular channels of trade at the earliest practicable time. 

He has an idea that if the farmer or the farmer’s transferee would have 
preference in buying back his cotton sold to the CCC at 110 percent of the plan 
B loan price that it would be helpful. His idea to me seems to be well 
founded. 

Looking forward to seeing you in early January, and with kindest personal 
regards and best wishes for a happy holiday season, I am, 

Sincerely, 
HERMAN FE. TALMADGE. 


MEMORANDUM FOR SENATOR TALMADGE 


The plan we are suggesting to the Joint Committees on Agriculture of the 
Senate and House to be held in Washington during December is as follows: 

CCC to purchase cotton from plan A farmers at the plan A prices. 

The cotton farmer being permitted to buy his cotton back from CCC at 110 
percent of the plan B (loan) price, and either take physical possession of the 
cotton or sell his right to purchase. 

The sole purchasing agent would be the local bank. The bank would be sole 
CCC sales agent. 

On cotton immediately salable (which would be the case on early cotton) the 
bank would retain all purchase papers and warehouse receipts, and the farmer 
or his transferee would buy this cotton at 110 percent of the plan B prices. 
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On cotton not immediately salable, the local bank would send purchase papers 
to New Orleans office of Commodity Credit Corporation, but retain warehouse 
receipts so that the cotton farmer or his transferee could buy back at the 110 
percent of plan B price. 

From a farmer’s standpoint, it would mean the cotton farmer would get the 
advantage of premium on early cotton or on qualities most in demand at that 
time. 

If the above plan had been in effect for the 1959 crop the plan A cotton farmers 
would have been able to obtain millions of dollars additional for their cotton as 
all cotton below Middling, this year sold at considerably above the 110 percent 
of the plan B prices. 

The plan suggested above would make unnecessary CCC local purchase and 
sales agents. The cotton farmer would get the price benefit of qualities in 
demand at the time. 

The Agricultural Act of 1958 provides merely that CCC shall purchase and 
CCC shall sell at not less than 110 percent of the plan B prices. 

The above, in my opinion, would not necessitate a legislative change in the 
Agricultural Act of 1958, but merely change in procedure of CCC purchase and 
sales program. It could be done by USDA administrative action. 


Mr. Cuartes C. Finn. We should like to demonstrate that there is 
a bottleneck in the program. The way the program is being admin- 
istered, the cotton farmer cannot get his money, because the cotton 
has to be put in a warehouse before he can sell it or be paid for it. 

Now if there were many, many warehouses available, it would 
facilitate that program, and the farmers could get their money readily. 
However, there are certain people who wish to keep all of this cotton 
storage money for themselves and, therefore, they are not out soliciting 
for warehousemen or warehouses to divide the wealth. 

What you see here concentrated in cotton is really concentrated 
money. They are not interested in the cotton at this stage of the 
game, they are interested in the warehouse storage. 

Senator ELienper. Let us see the film. 

{Showing of film. ] 

Mr. Grorcs C. Finn, This is Bakersfield, Calif. This is on its way 
to our place. This happens to be a sound film, and we had to reverse 
the lettering to get it to work. 

This is in the season back around September. That is the Calcot 
warehouse. They have many warehouses there. This is early when 
they are unloading the first bales of cotton. They had to take the 
Gorerinabe sesen cotton which was stored in there and reconcentrate 
it and ship it elsewhere. This is quite a large operation. They have 
several hundred thousand bales. 

This is the old Government-acquired cotton in the loan program 
terminated in August. The Government took this cotton over and it 
is now being shipped out of Calcot to make room for the incoming 
cotton, for the new crop. 

You will notice the difference in these bales. These bales are pretty 
well beaten up. They have been handled quite a bit. There is a 
charge of $1.50 in and 50 cents out on every bale warehoused to come 
under the loan program. 

This is RO No. 485 and this is 16,000 bales of cotton that was 
shipped from Bakersfield, Calif., to Oakland, Calif., to a seaport, 
and these 16,000 bales are stored now in Oakland in CCC storage. The 
U.C. Storage is an agent for Mayflower Van & Storage Co., and they 
have several warehouses and a lot of warehouse space under contract 


in Oakland. 
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This is more of the reconcentrated Government-owned last year’s 
cotton. This is this year’s cotton. 

You see all of the cotton out in the field. And all of those ware- 
houses in the background. That is Calcot, storing thousands of bales 
of cotton out inthe open. There is no storage space to put this cotton 
inside. 

The CCC has not solicited any other storage place, and they do not 
approve any other warehouse in Bakersfield. 

If this cotton should be moved, so that the cotton is stored there— 
last year’s cotton is moved out—this cotton should be moved into those 
warehouses. This is one of the reasons the cotton is not moving. It 
is all concentrated in this area, and it is handled all by a small group, 
and they cannot handle it properly. 

Those slashes in the side you recognize as due to sampling. 

This is another truckload. This is one of these warehouses, and it is 
loaded with cotton. The racks are loaded and stacked all over the 
place. There just is no room to put any cotton in. This is the bottle- 
neck in the cotton sales program. This is all this year’s cotton. 

There is a receptacle for sampled cotton. They take some of the 
samples and put them in that bin and then bale it and sell it. They are 
actually selling more cotton than is produced. 

These are warehouses. They are jammed right to the door, as you 
can see. 

That cotton goes clear back and is piled up in tiers. There just is 
not enough room in there for any more cotton. So they have stored it 
on the outside. 

This is cotton at Calcot. They had to move the last year’s cotton 
out. It had been moved outside. And some of this is being stored, 
although a very small amount. There are several hundred thousand 
bales of last year’s cotton in storage at Bakersfield. 

This is new cotton being moved in while that old cotton is moved 
outside. They have to leave it on the trucks over the weekends. 
They cannot even get it inside. 

That is the Lockheed Aircraft Corp. There are 10,000 bales of 
cotton in Lockheed Aircraft Corp. warehouse. And this is handled 
by people in California—and all over the United States, for that 
matter. 

This is Westcot, Inc. They built all of these new warehouses. 
There are 14 brandnew warehouses. You see the cotton in the door- 
ways. 

These warehouses were built from the sale of stock and borrowing 
money from the Bank of America. These warehouses had to be built 
in order to take care of the cotton. And this is that extra tax cost 
and cost to the farmers. 

This is November, and this is a shipping order number on the box- 
car. They are attempting to move this cotton, but they have more 
coming in and no place to put it. This is a Santa Fe boxcar. 

There is some more on the outside. 

This is going to be shipped in these boxcars. It will have to go 
into the warehouse first, in order to be able to pay the farmer. 
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That is a picture of the samples that are being shipped. This is a 
sampling of the cotton. He cuts every bale. ‘A cotton is sampled. 
It is sampled by a sampler at the gin. If it is A cotton, it is sampled 
again. He puts part of the samples in the bag and sends it in for 
classification. 

This is picking cotton out of the warehouse and putting it into this 
bin. Thisisa good way of getting extra cotton. 

This is Smiser’s storage space. They cannot get a bale of cotton 
inthere. They have storage space for 4,000 bales. 

Last year he was allowed to store 5,000 bales, and when Calcot 
rented his space at 3 cents a bale, Calcot made $1,700 a month out of 
the deal, and Smiser made about $800. At that time his warehouse 
was approved as a facility storage. But he could not get a contract 
with the Government. 

This is the rest of the Smiser warehouse with a siding, and space 
for the trucks to be brought along to the doors. This is the inside of 
the Smiser warehouse. It is actually empty, so far as cotton is con- 
cerned. It is just 6 miles from the Calcot facility where you saw all 
of that cotton stored outside. 

Fortunately, it has not rained. When it does rain, the Government 
will then buy several hundred thousand dollars worth of moisture 
wrapped up in cotton. 

That is all there is to the film. 

The point that I want to make is that the CCC has not seen fit to 
operate—at least, so far as the storage program is concerned—in a 
free-enterprise system in utilizing the facilities of the small business- 
man who cannot build 10 warehouses, we will say, but who has facili- 
ties and can lease space and can get cotton stored. 

Representative Cooter. Why can he not get it? What is the reason ? 

Mr. Grorce C. Finn. Smiser was not financially sound. 

Representative Cootey. What reason was given for that ? 

Mr. Grorce C. Fryn. He did not have $10, 000 net worth. Every 
warehouseman, before he can get approved, to begin with, has to have 
a net worth of $10,000. And if he could establish a net worth of 
$10,000, they would consider him for approval. ‘Then, on top of that, 
he had to post a performance bond of $5 for every bale of cotton stored. 

The performance bond and the regulation for a net worth were 
never printed in the Federal Register ‘and have no force and effect in 
law. They were just invented ‘by the Directors of the Commodity 
Credit Corporation. And so they said, “If you do not have $10,000 
net. worth—if you are not equal to $10,000 net worth, you cannot do 
business with the Government under the Commodity Credit Corpo- 
ration program.” 

We challenged that. And the General Accounting Office and Mr. 
Campbell and his staff wrote an opinion in which they stated that the 
net-worth requirement was not a valid requirement, and that it was 
not a lawful requirement, and that a certificate of credit competency 
issued by the Small Business Administration—that certificate plus a 
$5 bond per bale would be satisfactory for approval of the warehouse. 

That having been done, Smiser still does not have any cotton in their 
warehouse. 
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Senator Exzenper. Are there any other questions ? 

Representative GaTurines. I might suggest that if there are those 
who did not appear today, but would like to appear later, or to file a 
statement, that they might have that privilege. 

Representative Cooter. In other words, anyone who did not testify 
today who would like to appear at a later date or to file a statement 
may have the privilege of doing so. Mr. Gathings will have hearings 
later, and he may be heard then, if he so desires. 

Senator ELLenprEr. The committee stands in recess. 

(Whereupon, at 6 p.m., the committee was adjourned.) 


x 








